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November 29, 2007

Securities and Exchange Commmussion

Judiciary Piaza
450 5th Street N.W.

Washington, D.C. 20549

Dear Sir/Madam:

Re: Rockyview Energy Inc. (the "Company") - File #82-34899 Exemption Pursuant to Rule 12g3-

2(b}
Pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934, as amended, we enclose the following
documents:
Date Document Date Document
November 6, 2007 52-109F2 — Certification of | November 6, 2007 Interim Financial Statements -
Interim Filings - CEO English
November 6, 2007 52-109F2 - Certification of | November 6, 2007 News Release - Rockyview

Interim Filings — CFO

Energy reports 3rd quarter
results

November 6, 2007

MD&A

As required pursuant to Rule 12g3-2(b), the exemption number appears in the upper right-hand comer of each
unbound page and on the first page of each bound document.

Please indicate your reccipt of the enclosed by stamping the enclosed copy of this letter and returning tt to the
sender in the enclosed self-addressed, stamped envelope.

Yours truly,

Alan MacDonald

Vice President Finance and Chief Financial Officer
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FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS TN ONQVY R 82007
I, Steven Cloutier, President and Chief Executive Officer of Rockyview Energy Inc., cer&"y‘"tha‘t:
EN210 &3
) <

1. I have reviewed the interim filings (as this term is defined in Multilatcral Instrumen'\SQ\-/l/O

Certification of Disclosure in Issuers” Annual and Interim Filings) of Rockyview En:h'x,lnc.,

(the issuer) for the intennm period ending September 30, 2007,
2. Based on my kmowledge, the interim filings do not contain any untrue statement of a material fact

or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

4, The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAY; and

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
contro! over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

1
Date; November (o 2007

Wendes

Steven Cloutier
President and Chief Executive Officer
Rockyview Energy Inc.

G:\062118\0001\Financial Statements\2007\Q 3\ uterim Certificate (CEO).doc
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FORM 52-109F2
CERTIFICATION OF INTERIM FILINGS

1, Alan MacDonald, Chief Financial Officer and Corporate Secretary of Rockyview Ener,
that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52- 109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Rockyview Energy Inc.,
(the issuer) for the interim period ending September 30, 2007;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

4, The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have: .

(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, 1o provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared and

®) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

5. 1 have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

77
Date: November !g , 2007

NN

Alan MacDonald
Chief Financial Officer and Corporate Secretary
Rockyview Energy Inc.

G621 18\000 1 Financial Statements\2007\QMInterim Certificate (CFO).doc
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Rockyview Energy

Calgary, Alberta--{Marketwire — November 6, 2007) — Rockyview Energy Inc. (TSX: RVE) (“Rockyview” or
the “Company”) is pleased to present its operating and financial resuits for the three and nine months ended
September 30, 2007.

Highlights
» Increased production volumes for the quarter to a record 2,562 boe per day.

s  Drilled 19 (15.0 net) wells during the quarter with a 94% success rate, including a deep natural gas
discovery at Spirit River in the Peace River Arch.

e Experienced a 15% reduction in drilling and completion costs.

s  Experienced a $1.05 per mcf increase in the realized price of natural gas as a result of an effective risk
management program.

Central Alberta

Rockyview continued to successfully develop its extensive inventory of low risk Horseshoe Canyon and Belly
River locations in Central Alberta. During the third quarter, eight field extension locations were drilled in the
Wood River area and are being tied into existing infrastructure. These locations have extended the pool boundary
at Wood River to the north and west and will allow for further development. Production rates in these new weills
have exceeded expectations. A new Horseshoe Canyon shallow gas project south of Wetaskiwin is currently
being developed. Six wells were drilled during the third quarter following the successful recompletion of three
cased wellbores in the first half of 2007. These wells have tested at an average rate in excess of 400 mcf per day,
which is the highest average test rate experienced by Rockyview for Horseshoe Canyon gas. These nine 100%
owned wells will be tied into the Company’s existing Bittern Lake gathering and compression facilities and will
be on production towards the end of the fourth quarter. These wells will add an expected 200 to 300 boe per day
depending upon facility capacity. The Company has 7 additional locations in this area that will be drilled in early
2008.

The Company cased and completed two basal Mannville gas wells in Central Alberta, one of which has been
tied-in. Rockyview is evaluating tie-in options on the other completed well.

Rockyview tied-in 17 shallow gas wells from its first half drilling program into its Wood River gathering system
during the third quarter, adding approximately 300 boe per day. Four shallow gas wells were also tied into the
Bittern facility via a gathering system expansion, adding approximately 150 boe per day. This expansion will
facilitate the easy tie-in of future development locations.

Activity in Central Alberta continues to focus predominantly on shallow gas opportunities, where Rockyview is
experiencing strong drilling results and seeing an improvement in capital costs. In aggregate, Horseshoe Canyon
coalbed methane wells drilled by the Company during the third quarter commence production at an average rate
in excess of 200 mcf per day versus a risked rate of 112 mef per day. Relative to 2006, Rockyview is seeing a
reduction of 15% in the total well cost for a Horseshoe Canyon well. The Company’s 2006 infrastructure
investments, which included the installation of 3,600 horsepower of compression, have significantly improved
the capital returns in this area. Rockyview now owns and operates sufficient gathering, compression and




processing infrastructure in Central Alberta to accommodate the majority of its identified 2008 development
drilling opportunities, thus significantly improving incremental economics.

Rockyview continues to expand its exploration portfolio in Central Alberta and has seismically identified and
acquired land on five lower Mannville prospects in the greater Watelet area. This area continues to be a strong
focus for the Company due to its exploration success.

The Company 1s also monitoring increased development activity in the Upper Mannville coalbed methane play
in Central Alberta. Rockyview’s strategy is to preserve its net 35 sections of Upper Mannville CBM rights until
such time as technology and economics of this large resource play are well established. The Company will
develop this high-impact resource at the appropriate opportunity. Rockyview’s acreage is immediately adjacent
to lands currently being developed by several large CBM operators, with well established experience in
horizontal drilling in the Upper Mannville coal seams.

Current production from the area amounts to 2,050 boe per day, 98% of which is natural gas.

Peace River Arch

Rockyview continued its successful exploration program in this prolific, multi-zone area during the third quarter.
The Company followed up on a cretaceous light oil discovery at Spirit River during the second quarter by
drilling three (1.1 net} additional oil wells. These wells have demonstrated gross production rates of
approximately 70 bbl per day per well. Up to § more wells may be drilled in 2008 following a 3D seismic shoot
to be undertaken in the fourth quarter.

The Company also operated the drilling of a deep natural gas discovery in the Spirit River area that was
developed with extensive seismic coverage. This well was placed on production in late October at an initial rate
of approximately 800 (300 net) mef per day. Encouraged by this success, Rockyview plans to drill at least one
offset location in early 2008.

The Company participated in the completion of a high rate Triassic gas well in the Farmington area. This well is
part of a joint venture farmout which has resulted in 3 successful wells in the area and will be tied-in during the
fourth quarter. Two additional wells will be drilled prior to year-end, one deep test at Farmington and one
Triassic test at Gordondale.

Current production from the Peace River Arch is approximately 150 boe per day, 81% of which is natural gas.

Western Alberta

During the quarter, the Company tied-in a successful Nordegg gas well that was completed during the second
quarter. The well 1s currently producing approximately 600 mcf per day.

Activity in Western Alberta continued to focus on targets in the Mannville and Nordegg formations. While focus
has been on these conventional horizons, Rockyview holds interests in 10 sections of land that are prospective
for CBM in the Upper Mannville formation. Rockview has entered into a farmout agreement with a key industry
player who has committed to drill an Upper Mannville CBM well by April 1, 2008. Rockyview will be entitled
to all the technical data. The Company’s acreage is proximal to the greater Corbett Creek area, which has been
the centre of this play.

Current production from this area is approximately 500 boe per day, 99% of which is natural gas.

Hedging Program

During the third quarter, the Company’s risk management propgram increased the average price received for
natural gas by $1.05 per mcf.




The Company has 5,400 mcf per day (34%) of natural gas hedged during the fourth quarter at an average price of
$7.90 per mcf, and 2,800 mcf per day (18%) hedged during the first quarter of 2008 at an average price of $8.22
per mef. Rockyview will continue to moniter the commodity markets for additional hedging opportunities for
2008.

Outlook
The Company is currently in the process of finalizing its 2008 capital budget, which is expected to total between

$25 and $30 million, depending on natural gas prices. Funding for the capital program will come from cash flow
and debt. Rockview expects to be drawn approximately $32 million at the end of 2007 on its $46 million facility.

Steve Cloutier
President & Chief Executive Officer




FINANCIAL REVIEW & OPERATING HIGHLIGHTS

FINANCIAL (%)
Revenue before royalties
Net [oss
Per share - basic
Per share - diluted
Funds flow from operations
Per share - basic
Per share - diluted
Total assets
Working capital (deficiency)
Bank loan
Corporate acquisitions
Capital expenditures - net

Market

Shares outstanding
End of period
Weighted average - basic
Weighted average - diluted

OPERATIONS

Average daily production
Natural gas (mcf/d)

Light and medium oil (bbl/d)
NGLs (bbl/d}

Total (boe/d)

Average wellhead prices
Natural gas ($/mcf)

Light and medium oil ($/bbl}
NGLs ($/bbl)

Average (5/boe)

Operating netback ($/boe)

Three months ended

Sept. 30
2007

9,496,344

(1,246,303)

(0.05)

(0.05)
5,033,113
0.21
0.21
150,933,530
893,654
34,000,000

8,738,447

24,364,378
24,364,378
24,364,378

14,625
67

57
2,562

6.31
72.86
61.49
39.28

24.62

Sept. 30
2006

7,681,428
(1,157,630)
{0.06)
(0.06)
3,432,373
0.18
0.18
160,881,471
(2.595,030)
37,000,000

11,884,194

19,494,378
19,494,378
19,494,378

12,775
48

68
2,245

5.84
63.65
60.82
36.43

19.95

Nine months ended

Sept. 30
2007

29,504,978
(2,890,925}
(0.12)
(0.12)
15,172,918
0.62
0.62
150,933,530
893,654
34,000,000

24,092,231

24,364,378
24,364,378
24,364,378

13,853
63

55
2,426

7.13
64.61
56.28
43.66

27.29

Sept. 30

2006

23,259,407

{1,009,939)

(0.05)

(0.05)
10,638,818
0.55
0.54
160,881,471

(2,595,030)
37,000,000
67,279,786
32,017,805

19,494,378
19,193,020
19,569,612

11,529
56

66
2,044

6.58
62.79
60.13
40.80

23.45




Management’s Discussion and Analysis

This management, discussion and analysis (“MD&A”) for Rockyview Energy Inc. (“Rockyview” or the
“Company”) was prepared as of November 6, 2007 and should be read in conjunction with the unaudited interim
consolidated financial statements for the three and nine months ended September 30, 2007, and the December
31, 2006 audited annual financial statements and related note disclosures. The December 31, 2006 audited
consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles (“Canadian GAAP™).

Non-GAAP Measurements - The terms “funds flow from operations”, “funds flow”, and “funds flow per share”
and “operating netbacks™ are not recognized measures under GAAP. Management believes that in addition to net
earnings or income, funds flow is a useful supplemental measure as it provides an indication of the results
generated by Rockyview’s principal business activities before the consideration of how these activities are
financed or how the results are taxed. Investors are cautioned, however, that this measure should not be
construed as an alternative to net earnings or income determined in accordance with GAAP as an indication of
Rockyview’s performance. Rockyview’s method of calculating funds flow may differ from other companies,
especially those in other industries and accordingly may not be comparable to measures used by other
companies. Rockyview calculates funds flow from operations as cash from operating activities before the change
in non-cash working capital related to operating activities. Rockyview also uses operating netback as an
indicator of operating performance. Operating netback is calculated on a per boe basis taking the sales price and
deducting royalties, operating costs and realized hedging gains and losses.

BOE Presentation — The term “barrels of o1l equivalent” (“BOE™) may be misleading, particularly if used in
1solation. A BOE convetsion ratio of 6 mcf: 1 bbl is based on an energy equivalency conversion method
‘primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. All BOE
conversions in the report are derived by converting gas to oil in the ratio of 6 thousand cubic feet of gas to one
barrel of oil.

Forward-Looking Statements — Statements in this MD&A contain forward-looking information including
expectations of future production, expectations of future expenditures and capital costs, procurement of drilling
pernuts, plans for and results of exploration, development and drilling activities and other operational
developments and components of funds flow and eamnings. Readers are cautioned that assumptions used in the
preparation of such informatien may prove to be incorrect. Events or circumstances may cause actual results to
differ materially from those predicted, as a result of numerous known and unknown risks, uncertainties, and
other factors, many of which are beyond the control of the Company. These risks include, but are not limited to;
operational risks in exploration, development and preduction of oil and gas and production risks associated with
sour hydrocarbons, dependence on third party owned and operated production facilities, availability of skilled
personnel and services, failure to obtain industry partner, actions by governmental authorities, regulatory and
other third party consents and approvals, delays or changes in plans, risks associated with the uncertainty of
reserve estimates, health and safety risks and the uncertainty of estimates and projections of reserves, production,
costs and expenses. The risks outlined above should not be construed as exhaustive. Readers are cautioned not to
place undue reliance on the forward-looking information. The Company undertakes no obligation to update or
revise any forward-looking statements except as required by applicable securities laws,

Readers are further cautioned that the preparation of financial statements in accordance with Canadian generally
accepted accounting principles (“GAAP”) requires management to make certain judgements and estimates that
affect the reported amounts of assets, liabilities, revenues and expenses. Estimating reserves is also critical to
several accounting estimates and require judgements and decisions based upon available geological, geophysical,
engineering and economic data. These estimates may change, having either a positive or negative effect on net
income as further information becomes available, and as the economic environment changes.

OVERVIEW

Rockyview is an oil and gas exploration, development and production company, 95% weighted to natural gas.
The Company’s primary operating areas include the Wood River and Bittern Lake areas of central Alberta, the
Thunder area of western Alberta and the Gordondale and Spirit River areas in the Peace River Arch, all in
Alberta.




Summary

Three months ended Nine months ended
September 30 September 30 September 30 September 30
2007 2006 2007 2006

Production - boe per day 2,562 2,245 2,426 2,044
Revenues $ 9496344 § 7,681,428 $ 29504978 § 23,259,407
Net loss (1,.246,303) (1,157,630) (2,890,925) (1,009,939}
Net loss per share - basic and diluted {0.05) {0.06) (0.12) {0.05)
Funds from operations 5,033,113 3,432,373 15,172,918 10,638,818
Funds from operations - basic 0.21 0.18 0.62 0.55
Funds from operations - diluted .21 0.18 0.62 0.54
Operating netback - per boe 2462 19.95 27.29 2345
Capital expenditures - net 8,738,447 11,884,194 24,092,231 32,017,805
Bank loan 34,000,000 37,000,000 34,000,000 37,000,000
Woarking capital (deficiency) 893,654 (2,585,030) 893,654 {2,595,030)

The three months ended September 30, 2007 was a quarter highlighted by record production volumes as
Rockyview continued to execute on its shallow gas drilling program. Production for the quarter averaged 2,562
boe per day and the Company exited the quarter at approximately 2,700 boe per day. In addition, the Company
drilled 19 (15.0 net) wells during the quarter, including 10 (9.4 net) in the Horseshoe Canyon coals in central
Alberta.

During the third quarter, the Company completed the drilling and completion phase of a very successful 2007
summer program in the Horseshoe Canyon coals. Tie-ins and pipelining are ongoing and the Company expects
to add 300 boe per day of new production by the end of the fourth quarter.

Natural gas prices at AECO averaged $5.06 per mef (2006 - $5.58 per mcf) during the third quarter, reflecting
the overhang of natural gas storage on prices. Rockyview has developed a corporate hedging strategy to mutigate
the negative impact of lower natural gas prices and provide pricing support for its capital expenditure program.
For the fourth quarter of 2007, Rockyview has approximately 5,400 mef per day hedged at a weighted average
price of $7.90 per mcf.

PRODUCTION

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
Average daily production volumes 2007 2006 Yo 2007 2006 %
Natural gas {mcf/d) 14,625 12,775 14% 13,853 11,529 20%
Light and medium crude oil (bbl/d} 67 48 40% 63 56 13%
NGLs (bbl/d) 57 68 -16% 55 66 -17%
Total (boe/d) 2,562 2,245 14% 2,426 2,044 19%
Production split
Natural gas 895% S4% 95% 94%
Crude oil and NGLs 5% 6% 5% 6%

Production for the third quarter increased 14% to 2,562 boe per day from 2,245 boe per day in the same period in
2006. The increase reflects production volumes added from the Company’s successful drilling program, less
production declines. The full impact of production additions from Rockyview’s 2007 surnmer drilling program
will not be realized until the fourth quarter.

The Company’s production in the third quarter was weighted 5% to crude oit and NGLs and 95% to natural gas.




COMMODITY PRICES

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
Average Benchmark Prices 2007 2006 % 2007 2006 %
Natural gas
NYMEX (3US/mmbtu) 6.24 6.18 1% 7.03 6.90 2%
AECO daily spot {$Cdn/mcf) 5.06 5.58 -9% 6.43 65.26 3%
Crude oil
WTI ($US/bbl) 75.22 70.48 7% 66.22 68.15 -3%
Edmonton Par ($Cdn/bbl) 80.67 79.68 1% 73.65 76.02 -3%
Exchange rate ($US/$Cdn) 0.8562 0.8919 7% 0.9069 0.8832 3%
Average Realized Prices
Natural gas - {$/mcf) 6.31 584 8% 7.13 6.58 8%
Crude oil - ($/bbi) 72.86 63.65 14% 64.61 62.79 3%
NGLs - {$/bbl) 61.49 60.82 1% 56.28 60.13 -6%

Natural gas prices at AECO weakened during the third quarter, as above-average natural gas injections into
storage began to build levels above the 5 year average. At September 30, 2007, natural gas storage levels were
7.5% above the 5 year average, with record storage levels heading into the winter withdrawal season.

The average natural gas price received by Rockyview during the three months ended September 30, 2007 was
8% higher than the comparative quarter in 2006 and included the price received from natural gas commodity
contracts. The Company expects natural gas prices to remain volatile into 2008. To mitigate this expected
volatility, the Company actively pursued a hedging strategy in early 2007, locking in natural gas prices on
approximately 37% of projected natural gas production volumes for 2007, at 2 weighted average price of $7.80
per mcf. The risk management program increased the average natural gas price received during the quarter by
approximately $1.05 per mef,

For the three months ended September 30, 2007, the West Texas Intermediate (“WTI”) oil reference price
averaged $US 75.22 per bbl (2006 - $US 70.48) and the $US/$Cdn exchange rate averaged 1.0452 ($Cdn
0.9562).

RISK MANAGEMENT ACTIVITIES

Rockyview has entered into physical natural gas commodity contracts as part of its risk management program to
manage commodity price fluctuations. These are designed to ensure sufficient cash is generated to fund its
capital program. The price on physical contracts will be recognized in earnings in the same period as the
production revenue.




The following contracts were in place at September 30, 2007:

Type of Daily Quantity
Time period Commodity Contract Contracted (GJ) Canadian Price {($Cdn/G.J)
January 2007 - December 2007 Natural gas  Physical swap 1,000 $7.50
February - December 2007 Natural gas  Physical swap 500 $6.65
February - December 2007 Natural gas  Physical swap 500 $6.80
February - December 2007 Natural gas  Physical swap 500 $6.96
March 2007 - December 2007 Natural gas  Physical swap 500 $7.77
April 2007 - October 2007 Natural gas Physical swap 500 $7.55
April 2007 - October 2007 Natural gas  Physical swap 500 $7.60
April 2007 - October 2007 Natural gas Physical swap 500 $7.88
April 2007 - October 2007 Natural gas  Physical swap 500 §7.20
April 2007 - October 2007 Natural gas  Physical swap 500 $7.43
May 2007 - October 2007 Natural gas Physical swap 500 $7.81
November 2007 - March 2008 Natural gas  Physical swap 500 $8.63
November 2007 - March 2008 Natural gas  Physical swap 500 $9.04
Novemnber 2007 - March 2008 Natural gas Physical collar 500 $7.50-5%11.00
November 2007 - March 2008 Natural gas  Physical collar 500 $7.50-%10.86
November 2007 - March 2008 Natural gas  Physical collar 500 $7.50 - $11.20
The following contracts were entered into subsequent to September 30, 2007:
Type of Daily Quantity  Canadian Price
Time peribd Commaodity Contract Contracted (GJ) ($Cdn/GJ)

January 2008 - December 2008 Naturalgas Physical swap 500 $6.68

The Company’s operating cost management activities are exposed to fluctuations in the cost of electricity. At
September 30, 2007, the Company had fixed price contracts for 1.SMW of electricity at prices of $76.00/MWh
for the remainder of 2007 and $86.88/MWh for calendar 2008. During the third quarter of 2007, the cost of
electricity averaged $92.00/MWh, resulting in a realized derivative gain during the quarter of $54,884. The
combined net unrealized fair value of both contracts at September 30, 2007 is $(41,367) and is reflected on the
balance sheet as a net liability.

PETROLEUM AND NATURAL GAS SALES

Three months ended Nine months ended

Sept. 30 Sept, 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 Yo
Natural gas $ 8484363 $ 6,862,056 24% $ 26,968,756 § 20,716,154 30%
Crude oil 448,982 281,016 60% 1,107,916 957,922 16%
NGLs 323,237 381,737 -15% 842,925 1,086,216 -22%
Royalty and other income 239,762 156,619 53% 585,381 499,115 17%
Gross oil and gas revenue 9,496,344 7,681,428 24% 29,504,978 23,259,407 27%
Per boe 5 4029 $ 37.19 8% & 4455 % 41.69 7%

Revenues of $9.50 million ($40.29 per boe) for the three months ended September 30, 2007 (the “quarter”™) were
24% higher than the comparable quarter of $7.68 million ($37.19 per boe) and reflect the combination of an 8%
increase in average natural gas price realizations and a 14% increase in production volumes.



ROYALTIES

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 %o

Crown royalties $ 834899 § 1,004,165 -17% $ 3,499485 § 3559970 2%
Freehold royalties 127,357 128,599 -1% 422,219 337,798 25%
Qverriding royalties 158,995 187,824 -15% 617,671 701,638 -12%
Total royalties $ 1,121,251 % 1,320,588 -15% $ 4,539,375 § 4,599,406 -1%
% of oil and gas revenue 11.8% 17.2% 15.4% 19.8%

Per boe § 476 % 6.39 -26% §$ 685 % 8.24 -17%

During the quarter ended September 30, 2007, royalties as a percentage of revenues decreased from the
comparative period, as the Company’s production continued to be weighted more to lower productivity natural
gas wells which have lower royalty rates. In addition, the Company benefited from the first full quarter of gas
cost allowance credits, reflecting its share of gas processing fees associated with crown volumes processed at the
Company’s facilities. These credits reflect the significant capital investment made by Rockyview in gathering
and compression facilities during 2006. The Company expects to experience these lower royalty rates into the
foreseeable future.

On October 25, 2007, the Alberta Government announced a change to the Alberta royalty regime effective
January 1, 2009, following a review by the Alberta Royalty Review Panel. The impact of the proposed changes
on Rockyview’s shallow gas projects will be negligible at current prices. However, the effect of the proposed
changes on more prolific wells may negatively impact the economics of future drilling. Overall, given the
Company’s portfolio of assets, the potential impact of the proposed royalty changes will be neutral to muted.

Effective January 1, 2007, the Alberta Government cancelled the Alberta Royalty Tax Credit (“ARTC™)
program. Crown royalties for the comparable period included a credit for $125,000 of ARTC.

OPERATING EXPENSES
Three months ended Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 %
Operating expense $ 2,571,347 8§ 2,241,639 5% $ 6,896,126 § 5,579,332 24%
Per boe $ 1091 § 10.85 1% $ 1041 % 10.00 4%

Operating expenses totalled $2,571,347 for the third quarter, or $10.91 per boe, a 1% increase from the
comparable quarter in 2006. Included in this amount are costs relating to coil-tubing workover programs
designed to improve well performance at Wood River and operating costs at Gordondale, a non-operated oil
property that was shut-in throughout the third quarter for pipeline repairs and improvements. Operating costs at
Gordondale totalled 384,500 for the quarter and added $0.36 per boe to operating costs. The operator is awaiting
approval from the Alberta Energy Utilities Board to commence flowing production again through the pipeline.

OPERATING NETBACK
Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
($ per boe) 2007 2007 ) 2007 2007 %
Revenues $ 4029 % 37.19 8% % 4455 § 41.69 7%
Royalties (4.76) (6.39) -26% (6.85) (8.24) -17%
Operating expense (10.91) (10.85) 1% {10.41) (10.00) 4%
Operating netback $ 2462 § 19.95 23% § 27.23 § 23.45 16%




The operating netback for the three months ended September 30, 2007 was $24.62, 23% higher than the
comparable quarter. The higher netback primarily reflects the 8% increase in natural gas prices and the 26%
reduction in royalty expense from the third quarter of 2006.

The operating netback by product is as follows:

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
Conventional natural gas {$/mcf) 2007 2006 % 2007 2006 Yo
Revenues % 653 % 597 9% % 7.30 % 6.73 8%
Royalties {0.65) (1.02) -36% {1.24) {1.41) -12%
Operating expense (2.09) (2.08) 0% {1.97) {1.87) 5%
Operating netback $ 37 % 2.87 2% 3 409 % 3.45 19%
Coal bed methane gas ($/mcf)
Revenues $ 595 § 545 9% § 683 % 585 15%
Royalties {0.79) {0.99) -20% {0.85) {0.99) -14%
Operating expense (1.20) (1.16) 3% (1.23) {0.95) 28%
QOperating netback $ 39 3§ 3.30 20 % 475 % 4.00 19%
Light and medium crude oil (3/bbl)
Revenues $ 7287 $ 6365 14% $ 6461 § 62.79 3%
Royalties {10.62) (4.46)  138% (8.42) {4.67) 80%
Operating expense (36.51) (16.85) 117% (28.74) {13.04) 120%
Operating netback $ 2574 § 4234 3% % 2745 3 45.08 -3%%
Natural gas liquids ($/bbl}
Revenues $ 6148 $ 60.82 1% § 56.28 5 80.13 6%
Royalties (19.82) (22.53) -12% (16.97) {20.55) -17%
Operaling expense - - 0% - - 0%
Operating netback $ 4166 § 3829 9% % 39.31 3 39.58 -1%
Royalty income {$/boe) $ 102 % 078 34% § 088 $ 0.98 -10%
Total {$/boe) $ 2462 $ 1995 23% % 2729 % 23.45 16%

GENERAL AND ADMINISTRATIVE EXPENSES

Three months ended Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 Yo 2007 2006 %
General and administrative - gross $ 1122335 § 1,335,158 -16% § 3,927,941 $ 4,240,702 %
Capital and operating recoveries (440,364) (397.925) 11% (1,210,514) {1,092,430} 11%
Capitalized (278,034) (258,151) 8% (1,114,094) (856,369) 30%
General and administrative - net $ 403937 § 679082 41% $ 1,603,333 § 2,291,903 -30%
Per boe $ 171 § 3.28 48% 3% 242 S 4.11 -41%

Gross general and administrative expenses for the three months ended September 30, 2007 totalled $1,122,335,
16% lower than the comparable quarter, reflecting a continued focus on cost control. The Company capitalized
$278,034 (2006 - $258,151) of general and administrative costs associated with its exploration and development
program, including $30,124 {2006 - $Nil) relating to stock based compensation. The increased portion of
capitalized general and administrative costs, reflects an increasing focus on rew conventional exploration and
development projects. The market for skilled technical staff continues to be tight and labour compensation costs
in the industry as a whole, continue to escalate. As a result, the Company expects general and administrative
costs to trend higher.



STOCK BASED COMPENSATION

The Company accounts for stock based compensation using the fair value method for stock options. Under the
fair value method, the Black-Scholes option pricing model was used to calculate the quarterly expense that is
included in general and administrative costs in the statement of operations, over the vesting period of the options.

The total stock based compensation amount for the quarter ended September 30, 2007 totalled $73,740 (2006 -
$256,981) and reflects the granting of 260,000 and cancelling of 236,167 stock options during that period. Of
this amount, $30,124 (2006 - $NIL) was capitalized and $43,616 (2006 - $256,981) included in general and
administrative expenses.

INTEREST EXPENSE
Three months ended Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 %
Interest expense $ 486698 § 455,729 7% $ 1409424 § 1025314 37%
Per boe 3 206 % 2.21 7% % 213 % 1.84 16%

The bank loan balance at September 30, 2007 was $34.00 million, versus $37.00 million at the end of the
comparable quarter.

DEPLETION, DEPRECIATION AND ACCRETION

Three months ended Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 %
Depletion and depreciation § 6675251 § 4,751,101 40% $ 18,757,065 $ 12,537,318 50%
Accretion 72,364 43477 66% 207,388 122,684 69%
Total $ 6747615 & 4794578 41% $ 18,964,453 $ 12,660,002 50%
Per boe $ 2863 $ 23.21 23% § 2863 $ 22.69 26%

Depletion and depreciation per boe increased 23% for the three months ended September 30, 2007, from the
same period in 2006, The increase is attributable to the higher cost associated with proved reserve additions,
primarily through the acquisition of Espoir in 2006.

Depletion and depreciation for the quarter amounted to $6,675,251 ($28.32 per boe), compared to $23.00 per boe
in the third quarter of 2006. The accretion of the asset retirement obligation for the quarter totalled $72,364
($0.31 per boe), compared to $0.21 per boe in the comparable period.

INCOME TAXES
Three months ended Nine months ended
Sept. 30 Sept. 30 Sept. 30 Sept. 30
2007 2006 2007 2006
Current (recovery) 3 (86,665) & (220,945) § (86,665) $ (241,319)
Future (recovery) {607,251) (423,613) {1.066,109) {1,645,292)
Total 3 {693,816) § (653,558) § {(1,152,774) § {1,886,611)

The future income tax liability of $7.83 million reflects the difference between the book value and the tax value
of the Company’s assets. At September 30, 2007, the Company’s tax pools and non-capital losses were
approximately $125.0 million.

On October 30, 2007, the Federal Government announced a reduction in federal corporate income tax rates for
the years 2008 through 2012, that will see the combined federal/Alberta corporate income tax rate decrease from
32.1% in 2007, to 25% in 2012.




FUNDS FLOW AND NET INCOME

Funds flow for the quarter ended September 30, 2007 was 35,033,113 (2006 - $3,432,373), or $0.21 per share
basic and diluted (2006 - $0.18 basic and diluted). The increase in funds flow for the quarter reflects a 23%
increase in operating netbacks, along with an 8% increase in production volumes from 2006.

Net loss for the third quarter was $1,246,303 ($0.05 basic and diluted), versus a net loss of $1,157,630 ($0.06
basic and diluted) for the comparative period in 2006, and reflects an increase in depletion and depreciation

expense per boe.

SUMMARY OF QUARTERLY RESULTS
The following table highlights the Company’s performance since inception on a quarterly basts:

2007 2006
Q3 Qz Qi Q4 Q3 Qz Qi1

Revenue $ 0496344 5 0842558 $10166075 510064100 §$ 7681428 § 7623000 $ 7.954,079
Net incomed{ioss) {1.246,303)  {(970678)  (673.944) (12,668,133)  (1,157.630) 227,988 (80,297)
Per share - basic and diluted {0.08) 0.04) 0.03) (0.62) (0.06) 0.01 (0.01)
Funds flow from operations 5033,113 5057384 5082421 4,833,713 3,432,373 3,350.006 3,856,439

Per share - basic 0.21 0.21 0.21 0.24 0.18 0.17 0.21
Per share - diluted 0.21 0.21 0.21 0.24 0.18 017 0.20
Total assets 150,933,530 149,258,330 151060967 146,867,870 160,881,471 151,891,240 145,343,833
Bank loan 34,000,000 31,000000 26,000,000 25000000 37,000,000 30,000,000 20,000,000

Revenues and funds flow from operations reflect the changes in production volumes and natural gas commodity
pricing. ) ’

CAPITAL EXPENDITURES
Drilling Activity
Three months ended Nine months ended
September 30, 2007 September 30, 2007
Gross Net Gross Net
Conventional gas 5.0 35 11.0 8.5
CBM 10.0 9.4 33.0 26.5
Crude oil 3.0 1.1 3.0 1.1
Dry and abandoned 1.0 1.0 4.0 2.7
Total 19.0 15.0 51.0 38.8

During the third quarter of 2007, the Company drilled one (1.0) unsuccessful Mannville test at Kneller in central
Alberta, 4 (3.2 net) Belly River gas wells and 4 (3.4 net) Horseshoe Canyon CBM wells at Wood River in central
Alberta, 6 (6.0 net) Horseshoe Canyon CBM wells at a new core area south of Wetaskiwin and 3 (1.1 net) light
oil wells and one (0.3 net) deep natural gas well at Spirit River in the Peace River Arch.

The Wood River wells were tied-in and on production by the end of the third quarter. Pipelines are currently
being constructed at Wetaskiwin to take the natural gas to Rockyview’s compression facilities at Bittern Lake.
The Company expects over 200 boe per day of production will be on at Wetaskiwin by the end of the fourth

quarter.

At Spirit River, the cretaceous light oil wells are expected to add 50 boe per day of production by the middle of
the fourth quarter, while the deep natural gas well came on at the end of October at a restricted rate of

approximately 300 mcf per day net to Rockyview.




Three months ended Nine months ended

Sept. 30 Sept. 30 Sept. 30 Sept. 30
2007 2006 2007 2006
Corporate acquisition 5 - 3 - $ - $ 67,279,786
Property dispositions (23.998) . (23,998) (2.031,222)
Land and lease 401,673 466,585 1,358,098 2,852,624
Geological and geophysical 122,873 95,598 340,072 236,367
Drilting and completions 5,056,329 3,330,348 15,466,149 12,077,749
Equipment and facilities 2,894,533 7,725,521 5,793,608 15,832,966
Capitalized administrative 278,033 258,151 1,114,094 856,369
Qffice 9,004 7,991 44 208 61,730
Net capital expenditures $ 8738447 § 11884194 $§ 24002231 § 97,266,369

In the third quarter of 2007, the Company incurred total capital expenditures of $8.74 million (2006 - $11.88
million), focused primarily on the drilling and completion of Horseshoe Canyon CBM wells at Wood River and

Wetaskiwin.

The Company records the fair value of future obligations associated with the retirement of long-lived tangible
assets, such as well sites and facilitics., Accounting for the recognition of this obligation results in an increase to
the carrying value of these assets, This amount has been shown as the Company’s asset retirement obligation.

LIQUIDITY AND CAPITAL RESOURCES
The change in the Company’s bank debt for the three and nine months ended September 30 was as follows:

Three months ended Nine months ended
Sept. 30 Sept. 30 Sept. 30 Sept. 30
2007 2006 2007 2006

Sources:
Funds from operations $ 5033113 § 3432373 § 15172918 § 10,638,818
1ssue of common shares, net of costs - - - 19,999
Change in cash and cash equivalents 20,635 (462,840} 290,738 4,422 287

$ 5053748 3% 2,969,533 & 15463656 $ 15,081,104
Uses:
Additions to property, plant & equipment § 8732321 3 11884194 § 23938226 § 32,017,805
Sate of oil and gas properties (23,998) - {23,9498) (2,031,222)
Corporate acquisition - - - 17,487,278
Change in non-cash warking capital {654,575) (1,914 661) 549 428 4,607,243

$§ 8053748 § 9,969,533 § 24463656 $ 52,081,104
Increase in bank debt $ 3,000,000 § 7,000,000 $§ 9,000,600 $ 37,000,000

At the end of the third quarter, the Company had drawn $34.0 million (2006 - $37.0 million) on its revolving
extendible credit facility of $46.0 million. The facility may be drawn down or repaid at any time, but there are no
scheduled repayment terms. If the facility i1s not renewed by August 6, 2008, outstanding advances become a
term lpan repayable on August 7, 2009.

Rockyview will typically utilize three sources of funding to finance its capital expenditure program: internally
generated funds flow from operations, debt where deemed appropriate and new equity issues if available on
favourable terms. When financing corporate acquisitions, the Company may also assume certain future
liabilities. In addition, the Company may adjust its capital expenditure program depending on the commodity
price outlook and further opportunities that may be identified.

OUTSTANDING SHARE DATA
On November 6 2007, there were 24,362,478 common shares outstanding, 892,272 outstanding warrants with an

exercise price of $5.26 per share and 2,059,335 stock options with an average exercise price of $4.55 per share.




CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The Company has contractual obligations in the normal course of operations including the purchase of assets and
services, operating agreements, transportation commitments and sales commitments, These obligations are of a
recurring and consistent nature and impact cash flow in an ongoing manner.

Rockyview leases office space through an arrangement deemed to be an operating lease for accounting purposes.
As such, the Company is not required to record its lease obligation as a hability, nor does it record lease
obligations as an assel.

GUARANTEES AND OFF-BALANCE SHEET ARRANGEMENTS
The Company has not entered into any off-balance sheet arrangements or guarantees.

DISCLOSURE CONTROLS AND PROCEDURES

The preparation of the MD&A is supported by a set of disclosure controls and procedures as at September 30,
2007. Disclosure controls and procedures have been designed to ensure that information required to be disclosed
by the Corporation is accurnulated and communicated to the Company’s management as appropriate to allow
timely decisions regarding required disclosure. The Company’s Chief Executive Officer and Chief Financial
Officer have concluded, based on their evaluation as of the end of the period covered by the Company’s annual
filings for the most recently completed financial period, that the Company’s disclosure controls and procedures
as of the end of such period are effective to provide reasonable assurance that material information related to the
Company, including its consolidated subsidiaries, is made known to them by others within those entities.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Internal controls have been designed to provide reasonable assurance regarding the reliability of the Company’s
financial reporting and the preparation of financial statements together with the other financial information for
external purposes in accordance with Canadian GAAP. The Company’s Chief Executive Officer and Chief
Financial Officer have designed, or caused to be designed under their supervision, internal controls over
financial reporting related to the Company, including its consolidated subsidiaries.

The Company’s Chief Executive Officer and Chief Financial Officer are required to cause the Company to
disclose herein any change in the Company’s internal control over financial reporting that occurred during the
Company’s most recent interim period that materially affected, or is reasonably likely to materially affect the
Company’s internal control over financial reporting. During 2006, Rockyview documented the design of internal
controls over financial reporting and presented this documentation to the Audit Committee for its review. No
material changes were identified in the Company’s internal controls over financial reporting during the three
months ended September 30, 2007, that had materially affected, or are reasonably likely to materially affect, the
Company’s internal controls over financial reporting.

It should be noted that a control system, including Rockyview’s disclosure and internal controls and procedures,
no matter how well designed, can provide only reasonable, but not absolute, assurance that the objectives of the
contro! system will be met and it should not be expected that the disclosure and internal controls and procedures
will prevent errors or fraud.

CRITICAL ACCOUNTING ESTIMATES

The Company’s financial statements have been prepared in accordance with Canadian generally accepted
accounting policies (“GAAP”). Certain accounting policies require management to make appropriate decisions
with respect to the formulation of estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses. Rockyview’s management review their estimates frequently; however, the
emergence of new information and changed circumstances may result in actual results or changes to estimated
amounts that differ materially from current estimates. Rockyview attempts to mitigate this risk by employing
individuals with the appropriate skill set and knowledge to make reasonable estimates; developing internal
control systems; and comparing past estimates to actual results.




The Company’s financial and operating results include estimates on the following:

e  Depletion, depreciation and accretion based on estimates of ol and gas reserves;

e Estimated revenues, operating expenses and royalties for which actual revenues and costs have not been
received.

e Estimated capital expenditures on projects in progress;

o Estimated fair value of Espoir acquisition, including petroleum and natural gas properties and the
determination of goodwill;

e  Estimated fair value of asset retirement obligation including estimates of future costs and the timing of
costs; and

s  Estimated fair value of derivative contracts.

CHANGES IN ACCOUNTING POLICIES
Financial Instruments and Hedging Activities

Effective January 1, 2007, the Company adopted the Canadian Institute of Chartered Accountants (“CICA™)
Section 3855, “Financial Instruments — Recognition and Measurement”, Section 3865, “Hedges”, Section 1530,
“Comprehensive Income” and Section 3861, “Financial Instruments — Disclosure and Presentation”. These
standards have been adopted prospectively. See Note 3 to the Consolidated Financial Statements.

OUTLOOK

The Company’s 2007 drilling program was substantially complete at the end of the third quarter, leaving only
pipeline construction and tie-ins for the balance of the year. The 2008 capital budget is being finalized and will
be financed from cash flow and available lines of credit where necessary.

With successful drilling results and a prudent hedging strategy, Rockyview is well-positioned for a recovery in
natural gas prices. Its seismically-driven and engineered inventory of shallow gas development locations and
higher impact Mannville and deep exploration prospects in Central Alberta and the Peace River Arch
respectively, will be drilled during 2008 and beyond. The Company expects to exit 2007 with daily production of
2,900 to 3,000 boe.

The Company’s balance sheet will allow it to capitalize on additional drilling or acquisition opportunities as they
arise.

ADDITIONAL INFORMATION
Additional information regarding the Company including Rockyview’s annual information form is available on
SEDAR at www.sedar.com or on Rockyview's website www.rockyviewenergy.com.




Consolidated Balance Sheet

(unaudited)
September 30, December 31,

2007 2006
ASSETS
Current assets
Cash $ 633493 § 924,231
Accounts receivable 8,172,914 9,161,648
Other current assets 948,113 1,539,265
Derivative asset 10,930 22,995
9,765,450 11,648,139
Property, plant and equipment {note 4) 141,168,080 135,219,731
$ 150,833,530 % 146,867,870
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 8,829,958 $% 10,959,272
Derivative liability 41,838 -
8,871,796 10,959,272
Derivative liability 10,459 -
Long-term debt (note 6) 34,000,000 25,000,000
Future income taxes ' . 7.830,340 5,896,449,
Asset retirement obligations (note 5) 3,967,377 3,316,274
54 679,972 48,171,995
SHAREHOLDERS' EQUITY
Share capital (note 7) 108,493,800 108,493,800
Warrants {note 7} 571,054 571,054
Contributed surplus (note 7) 1,662,843 1,214,235
Deficit (14,474,139) (11,583,214)
96,253,558 98,695,875

$ 150,933,530 § 146,867,870

see accompanying notes to financial statements

Approved by the Board of Directors

“signed” “signed”
John Howard Steve Cloutier
Director Director




Consolidated Statement of Operations and Comprehensive Loss and Deficit

(unaudited)
Three months ended Nine months ended
September 30 September 30
2007 2006 2007 2006
REVENUE
Petroleum and natural gas $ 9,496,344 $ 7681428 § 29,504,978 $ 23,259,407
Realized derivative gain (loss) 54,884 - {71,604) -
Unrealized derivative gain (loss) {160,599) - (64,362) -
Royalties expense {1.121,251) {1,320,588) (4,539,375) (4,599,406}
8,269,378 6,360,840 24,829,637 18,660,001
EXPENSES
Operating 2,571,347 2,241,633 65,896,126 5,579,332
General and administrative 403,937 679,082 1,603,333 2,291,903
Interest 486,698 456,729 1,409,424 1,025,314
Depletion, depreciation and accretion 6,747,615 4,794,578 18,964,453 12,660,002
10,209,597 8,172,028 28,873,336 21,556,551
Net loss before income taxes (1,940,219) (1,811,188) (4,043,699) (2,896,550)
Current income {ax expense {recovery) (86,665) (229,945) (86,665) (241,319)
Future income tax expense (recovery) (607,251} (423,613) (1,066,109) (1,645,292)
Net loss and comprehensive loss (1,246,303) {1,157,630) (2,890,925) (1,009,939)
Retained eamings (deficit), beginning of period (13,227,836) 2,242,550 {11,583,214) 2,094 859
Retained earnings (deficit), end of period $ (14,474,139) $ 1,084,920 $ (14,474,139) $ 1,084,920
Net loss per share - basic and diluted (note 7) $ (0.05) $ (0.08) $ (0.12) $ (0.05)

see accompanying notes to financial statements




Consolidated Statement of Cash Flows
(unaudited)

Three months ended Nine months ended
September 30 September 30
2007 2006 2007 2006

Cash flows from operating activities
MNet income (foss) $ (1,246,303} $(1,157630) § (2,890,925) $(1,009,939)
ltems not affecting cash

Depletion, depreciation and accretion 6,747,615 4,794,578 18,964,453 12,660,002

Stock based compensation expense 43,616 256,981 270,605 694,760

Future income taxes (recovery) (607,251) (423,613) (1,066,109) (1,645,292)

Unrealized derivative loss 160,599 - 64,362 -
Asset retirement expenditures {65,163} {37,543) {169,468) (60,713}
Funds flow from operations 5,033,113 3,432,373 15,172,918 10,638,818
Net change in non-cash working capital items 420,168 40,152 657,062 (54,881)
Net cash provided by operating activities 5,453,281 3,472,525 15,829,980 10,583,937
Cash flow from financing activities
Issue of shares for cash upon exercise of warrants - - - 19,999
Increase in bank loan 3,000,000 7,000,500 9,000,000 28,000,000
Net cash provided from financing activities 3,000,000 7,000,000 9,000,000 28,019,999
Cash flow from investing activities
Acquisition of Espoir Exploration Corp. - - - (8,487.278)
Sale of oil and gas properties o 23,898 - 23,998 2,031,222
Additions to property, plant and equipment (8,732,321) {11,884,194) {23,938,226) (32,017,805)
Changes in nen-cash working capital - investing items 234,407 1,874,509 (1,206,490) {4,552,362)
Net cash used in investing activities (8,473,916) {10,009,685) (25,120,718) {43,026,223)
Change in cash during the period {20,635) 462,840 (290,738) (4,422 287)
Cash and cash equivalents - beginning of period 654,128 1,063,399 924,231 5,948,426
Cash and cash equivalents - end of period $ 6334903 % 1,526,239 § 633493 $ 1,526,139
Supplemental information:
Interest paid $ 565,920 § 539,790 § 1,082,242 $ 1,125430
Income taxes paid {refund) 3 (482,323) § - $ (482,323) & 673,799

see accompanying notes to financial statements




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2007 {(unaudited)

1. DESCRIPTION OF BUSINESS
Rockyview Energy Inc. (“Rockyview” or the “Company”) is incorporated under the Business
Corporations Act (Alberta) and is a public company listed on the Toronto Stock Exchange.

The principal business of the Company 1s the exploration for, exploitation, development and production
of o1l and natural gas reserves. All activity is conducted in Alberta in Western Canada and comprises a
single business segment.

2. SIGNIFICANT ACCOUNTING POLICIES

The interim unaudited consolidated financial statements are stated in Canadian dollars and have been
prepared by management in accordance with Canadian generally accepted accounting principles
{(“GAAP”). The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the consolidated financial statements, and the reported
amounts of revenues and expenses during the period. Actual results could differ from these estimates.
The interim unaudited consolidated financial statements have been prepared following the same
accounting policies and methods of computation as the consolidated financial statements for the year
ended December 31, 2006, other than changes in accounting policies in note 3. The disclosures
provided below are incremental to those included in the annual financial statements. The interim
unaudited consolidated financial statements should be read in conjunction with the annual financial
statements and notes thereto in the Company’s annual report for the year ended December 31, 2006.

3. CHANGES IN ACCOUNTING POLICIES

Financial Instruments and Hedging Activities

Effective January 1, 2007, the Company adopted the Canadian Institute of Chartered Accountants
(*CICA™) handbook section 1530 “Comprehensive Income,” section 3251 “Equity,” section 3835
“Financial Instruments - Recognition and Measurement” and section 3865 “Hedges™. These standards
result in changes in the accounting for financial instruments and hedges as well as introduce
accumulated other comprehensive income (“*AOCI”) as a separate component of sharcholders’ equity.
As required, these standards have been adopted prospectively and comparative amounts for the prior
periods have not been restated.

(a) Comprehensive Income
Comprehensive income comprises net earnings or loss and other comprehensive income
(*OCTI™}). OCI represents the change in equity for a period that arises from unrealized gain and
losses on available-for-sale securities and changes in fair market value of derivative
instruments designated as cash flow hedges. The Company does not currently have any OCI or
AOCL

{b) Equity
This section establishes the standards for presentation of equity and changes in equity during
the period. It requires a separate presentation of changes in equity for the period arising from
net income, OCI, contributed surplus, retained eamings, share capital and reserves.
Accumulated OCI would be included in the consolidated balance sheet as a separate
component of shareholders’ equity.

(c) Financial Instruments
This section establishes standards for the recognition and measurement of financial
instruments which comprises financial assets, financial liabilities, derivatives and non-financial
derivatives.




A financial asset is cash or a contractual right to receive cash or another financial asset,
including equity, from another party. A financial liability is the contractual obligation to
deliver cash or another financial asset to another party.

A derivative is a financial instrument whose value changes in response to a specified vanable,
requires little or no net investment and is settled at a future date. An embedded derivative is a
derivative that is part of a non-derivative contract and not directly related to that contract.
Under this standard, embedded derivative must be accounted for as a separate financial
instrument. A non-financial derivative is a contract that can be settled net in cash or another
financial instrurnent.

Under this standard, all financial instruments are initially recorded at fair value and are
subsequently accounted for based on one of four classifications: held for trading; held-to-
maturity; loans and receivables; or, available-for-sale. The classification of a financial
instrument depends on its characteristics and the purpose for which it was acquired. Fair values
are based upon quoted market prices available from active markets or are otherwise
determined using a variety of valuation techniques and models.

Under this standard, all guarantees upon inception are required to be recognized on the balance
sheet at their fair value. No subsequent re-measurement is required to fair value each guarantee
at each subsequent balance sheet date, unless the guarantee is considered a derivative.

(i) Held for trading

Held for trading financial instruments are financial assets or financial liabilities that are
purchased with the intention of selling or repurchasing in the near term. Any financial
instrument can be designated as held for trading as long as its fair value can be reliably
measured. A derivative is classified as held for trading, unless designated as and considered an
effective hedge. Held for trading instruments are recorded at fair value with any subsequent
gains or losses from changes in fair value recorded directly into earnings.

(i) Held-to-maturity

Held-to-maturity investments are financial assets with fixed or determinable payments and a
fixed maturity that the Company has the intent and ability to hold to maturity. These financial
assets are measured at amortized cost using the effective interest method. Any gains or losses
arising from the sale of a held-to-maturity investment are recorded directly into earnings. All
of the Company’s cash and cash equivalents, short-term investments and long-term debt are
designated as held-to-maturity investments.

(iii} Loans and receivables

Loans and receivables continue to be accounted for at amortized cost using the effective
interest method. Any gains or losses on the realization of loans and receivables are recorded
into earnings.

The fair value of accounts and other receivables and accounts payable and accrued liabilities
approximate their carrying values due to the short-term nature of these instruments,

(iv) Available-for-sale

Available-for-sale assets are those financial assets that are not classified as held for trading,
held-to-maturity or loans and receivables. Available-for-sale instruments are recorded at fair
value. Any gains or losses arising from the change in fair value is recorded in OCI and upeon
the sale of the instrument or other than-temporary impairment, the cumulative gain or lass is
transferred into eamnings.

The Company has not designated any financial instruments as available-for-sale assets.

(v} Transaction costs
Transaction costs relating to all financial instruments will be expensed as incurred.




(d) Hedges

Hedge accounting is optional and the Company may not designate the hedging instrument as a hedge
for accounting purposes. When hedge accounting is not applied, the change in fair value of the hedging
instrument is recorded directly into earnings. The Company has chosen not to designate any of its
current hedging instruments as hedges for the purpose of this section and has classified them as a held
for trading asset and recorded the fair value of these instruments on the balance sheet.

To qualify for hedge accounting, the hedging relationship between the hedged item and the hedging
instrument must be designated and formally documented at the inception of the contract. The
documentation includes risk management policy, the relationship between the hedging instrument and
the hedged item and whether or not the hedging relationship is effective in offsetting the changes
associated with the hedged nisk. Effectiveness must be tested on an ongoing basis throughout the hfe of
the hedging relationship. Hedge accounting is discontinued if the hedging relationship is no longer
considered effective or is terminated. The hedging relationship can either be measured as a cash flow
hedge or a fair value hedge.

(i) Cash flow hedge

A cash flow hedge is a hedge of the exposure to the variability of the cash flows associated
with a recognized asset, liability or forecasted transaction. The effective portion of the change
in the fair value of a cash flow hedge is recognized in OCI while any ineffective portion is
recognized into earnings. If hedge accounting is discontinued or the hedge is sold or
terminated, the amounts in accumulated OCI are recorded into earnings during the periods
when the variability in the cash flows of the hedged item affects earnings.

(ii} Fair value hedge

A fair value hedge is a hedge of the exposure to changes in fair value of a recognized asset,
lhability or an unrecognized firm commitment. Changes in the fair value of a fair value hedge
are recorded directly into earnings along with the changes in the fair value of the associated
assets or liabilities attributable to the hedged risk. If hedge accounting is discontinued, the
carrying amount of the hedged item is amortized into earnings over the remaining term of the
hedge.

PROPERTY, PLANT AND EQUIPMENT
September 30, December 31,

2007 2006
Petroleum and natural gas properties and equipment $ 182,594,266 $ 157,933,059
Furniture and office equipment 355,486 311,279
182,949,752 158,244,338
Accumulated depletion and depreciation 41,781,672 23,024 607

$ 141,168,080 $ 135,219,731

During the third quarter, the Company capitalized $278,034 (2006 - $258,151) of general and
administrative expenses related to development activities. As at September 30, 2007, the depletion
calculation excluded unproved properties of $14.1 million (2006 - $11.4 million).




5. ASSET RETIREMENT OBLIGATIONS

The following table presents the reconciliation of the beginning and ending asset retirement obligation
associated with the retirement of oil and gas properties:

Three months ended Nine months ended

Sept. 30, 2007 Sept. 30, 2006 Sept. 30, 2007 Sept. 30, 2006
Balance, beginning of period 5 3618216 & 2,173,846 $ 3,316,274 % 947,315
Liabilities acquired (sold) - - - 954,175
Liahilities incurred 341,959 165,225 613,182 331,144
Liabilities settled (65,163) (37,943) {169,468) (60,713)
Accretion expense 72,365 43,477 207,389 122,684
Balance, end of period $ 3,967,377 % 2,344 605 $ 3,967,377 § 2,344,605

The total undiscounted amount of future cash flows required to settle the obligation at September 30,
2007 is $12.2 million (2006 - $9.7 million).

6. BANK LOAN

At September 30, 2007, the Company had drawn $34.0 million (2006 - $37.0 million) on its $46.0
million revolving extendible credit facility with a Canadian chartered bank. The facility may be drawn
down or repaid at any time, but there are no scheduled repayment terms. Advances under this facility
bear interest based on a sliding scale tied to the Company’s debt-to-cash flow, from a minimum of the
bank’s prime rate to a maximum of the bank’s prime rate plus 1.25%. Bankers” Acceptances bear a
stamping fee between 0.95% and 2.25%. The credit facility 1s collateralized by a fixed and floating
charge debenture on the Company’s assets and a general security agreement.

7. SHARE CAPITAL
(a) Authorized:
An unlimited number of voting Common Shares; unlimited number of Preferred Shares issuable in one

O MOTE Series.

(b) Issued
Common shares:
September 30, 2007 December 31, 2006

Number Amount Number Amount
Balance - beginning of period 24,364,378 § 108,493,800 12,049,077 § 48,797,413
Acquisition of Espoir - - 7.441,499 46,062,879
Issued for cash, net of costs - - 4,870,000 13,611,076
Issued on exercise of warrants - - 3,802 22,432
Balance - end of pericd 24,364,378 § 108,493,800 24364378 § 108,493,800
Warrants: Number Amount Number Amount
Balance - beginning of period 892272 § 571,054 896,074 5 573,487
Exercised - - (3,802) (2,433)
Balance - end of pericd 892272 § 571,054 892,272 % 571,054

Each whole Rockyview Warrant entitles the holder to acquire one Rockyview Share at an exercise price
of $5.26. The Rockyview Warrants expire February 20, 2008.

(c) Stock Options

Pursuant to the stock option plan (the “Plan”), options may be granted to directors, officers, employees,
consultants and service providers of the Company. The options vest evenly over 3 years, starting on the
first anniversary of the grant date and expire after 5 years.




The following table sets forth a reconciliation of stock option plan activity:
September 30, 2007 December 31, 2006

Weighted Weighted Woeighted Weighted

Number of Average  Number of Average
Stock options: Options Price Options Price
Balance - beginning of period 1,874,835 $ 534 907,502 $ 4.86
Granted 712,667 296 1,057,333 5.80
Cancelled (503,167) 5.26 {90,000) 5.98
Balance - end of period 2,084,335 3 455 1,874,835 8 5.34
Exercisable - end of period 702,890 3 5.10 302,501 $ 4.86

The following table provides additional information on the stock options outstanding as at September
30, 2007:

Weighted Weighted

Exercise Number of Average Average Options
Prices ($/share) Options Exercise Price  Contractual Life Exercisable

2.64 -3.00 436,500 % 2.67 4.8 -
3.01-4.00 300,000 351 4.3 33,333
4.01-5.00 694,169 474 27 451,668
5.01-6.00 503,666 597 33 167,889
6.01-6.30 150,000 6.22 34 50,000
3.00-6.30 2084335 § 4.55 3.6 702,890

(d) Stock Based Compensation '

Included in general and administrative costs is stock based compensation. The Company accounts for
its stock based compensation plan using the fair value method. The fair value of each option is
estimated on the date of grant using the Black-Scholes option pricing model. The fair value of options
granted was estimated based on the following weighted average assumptions:

Three months ended Nine months ended

September 30 September 30
2007 2006 2007 2006
Risk free interest rate (%) 4.59 4.26 425 4.16
Expected life (years) 5.0 3.0 5.0 3.0
Expected volatility (%} 58.0 37.2 56.9 32.6

The fair value of options granted during the quarter was $1.43 per option to purchase one share.

(e) Contributed Surplus

Amount
Balance - December 31, 2006 1,214,235
Stock based compensation expense (net) 448 608
Balance - September 30, 2007 1,662,843

(f) Earnings per share

The following table summarizes the common shares used in calculating net income per share:

Three months ended

Nine months ended

September 30 September 30 September 30 September 30
2007 2006 2007 2006
Basic 24,364,378 19,494 378 24,364,378 19,193,020
Stock options - - - 91,286
Warrants - - - 285,307
Diluted 24,364,378 19,494 378 24 364 378 19,969,613




The calculation of diluted common shares excludes 2,084,335 {2006 — 1,874,835) stock options and
892,272 warrants at September 30, 2007.

FINANCIAL INSTRUMENTS

The Company’s exposure under its financial instrtuments is limited to financial assets and liabilities, all
of which are included in the financial statements. The fair values of financial assets and liabilities that
are included in the balance sheet approximate their carrying amounts.

Substantially all of the Company’s accounts receivable are with customers and joint venture partners in
the oil and gas industry and are subject to normal credit risks.

The Company is exposed to foreign currency fluctuations as crude oil and natural gas prices are
referenced to U.S. dollar denominated prices.

The Company is exposed to interest rate risk to the extent that bank debt is at a floating rate of interest.

The Company’s operating cost management activities are exposed to fluctuations in the cost of
electricity. At September 30, 2007, the Company had derivative contracts for 1.5MW of electricity,
with fixed prices of $76.00/MWHh for the remainder of 2007 and $86.88/MWh for calendar 2008.

The Company has a price risk management program whereby the commodity price associated with a
portion of its future production is fixed. The Company sells forward a portion of its future production
and enters into physical fixed price sale contracts with customers. The forward contracts are subject to
market risk from fluctuating commuodity prices and exchange rates. The contract price on physical
contracts is recognized in earnings in the same period as the production revenue. As at September 30,
2007, the Company has fixed the price applicable to future production through the following contracts:

Daily
Time period Commodity Contract Volume (GJ) $Cdn/GJ
January 2007 - December, 2007 Natural gas  Physical Swap 1,000 % 7.50
February 2007 - December 2007 Natural gas  Physical Swap 500 § 6.65
February 2007 - December 2007 Natural gas  Physical Swap 500 $ 6.80
February 2007 - December 2007 Natural gas  Physical Swap 500 $ 6.96
March 2007 - December 2007 Natural gas  Physical Swap 500 $ 777
April 2007 - October 2007 Natural gas  Physical Swap 500 $ 7.55
Aprit 2007 - October 2007 Natural gas  Physical Swap 500 % 7.60
April 2007 - October 2007 Natural gas  Physical Swap 500 § 7.88
Aprit 2007 - October 2007 Natural gas  Physical Swap 500 § 7.20
April 2007 - October 2007 Natural gas  Physical Swap 500 § 7.43
May 2007 - October 2007 Matural gas  Physical Swap 500 § 7.81
November 2007 - March 2008 Natural gas  Physical Swap 500 % 8.63
November 2007 - March 2008 Natural gas  Physical Swap 500 § 9.04
November 2007 - March 2008 Natural gas  Physical Collar 500 $7.50-%11.00
November 2007 - March 2008 Natural gas  Physical Collar 500 $7.50-510.86
November 2007 - March 2008 Natural gas  Physical Collar 500 $7.50-%11.20
Subsequent to September 30, 2007, the Company entered into the following contracts:
Daily
Time period Commodity Contract Volume (GJ)  $Cdn/GJ

January 2008 - December 2008 Natural gas  Physical swap 500 $6.68




9. COMPARATIVES
The comparatives on the balance sheet for future income taxes have been reclassified to comply with
current accounting standards.




READER ADVISORY

BOEs may be misleading, particularly if used in isolation. A BOEe conversion ratio of six mef to one bbl is
based on an energy equivalency conversion method primarily applicable at the burner tip and does not represent
a value equivalency at the wellhead.

Statements in this news release contain forward-looking information including expectations of future production,
expectations of future expenditures and capital costs, procurement of drilling permits, plans for and results of
exploration, development and drilling activities and other operational developments and components of funds
flow and earnings. Readers are cautioned that assumptions used in the preparation of such information may
prove to be incorrect. Events or circumstances may cause actual results to differ materially from those predicted,
as a result of numerous known and unknown risks, uncertainties, and other factors, many of which are beyond
the control of the Company. These risks include, but are not limited to; the risks associated with the oil and gas
industry, commodity prices, and exchange rate changes. Industry related risks include, but are not limited to;
operational risks in exploration, development and production of oil and gas and production risks associated with
sour hydrocarbons, dependence on third party owned and operated production facilities, availability of skilled
personnel and services, failure to obtain industry partner, actions by governmental authorities, regulatory and
other third party consents and approvals, delays or changes in plans, risks associated with the uncertainty of
reserve estimates, health and safety risks and the uncertainty of estimates and projections of reserves, production,
costs and expenses. The risks outlined above should not be construed as exhaustive. Readers are cautioned not
to place undue reliance on this forward-looking information. The Company undertakes no obligation to update
or revise any forward-looking statements except as required by applicable securities laws.

Readers are further cautioned that the preparation of financial statements in accordance with Canadian generally
accepted accounting principles ("GAAP") requires management to make certain judgments and estimates that
affect the reported amounts of assets, liabilities, revenues and expenses. Estimating reserves is also critical to
several accounting estimates and requires judgments and decisions based upon available geological, geophysical,
engineering and economic data. These estimates may change, having either a negative or positive effect on net
earnings as further information becomes available, and as the economic environment changes.

The terms "funds flow from operations", "funds flow", and "funds flow per share" and "operating netbacks" are
not recognized measures under GAAP. Management believes that in addition to net earnings or income, funds
flow is a useful supplemental measure as it provides an indication of the results generated by Rockyview's
principal business activities before the consideration of how these activities are financed or how the results are
taxed. Investors are cautioned, however, that this measure should not be construed as an alternative to net
earnings or income determined in accordance with GAAP as an indication of Rockyview's performance.
Rockyview's method of calculating funds flow may differ from other companies, especially those in other
industries and accordingly may not be comparable to measures used by other companies. Rockyview calculates
funds flow from operations as cash from operating activities before the change in non-cash working capital
related to operating activities. Rockyview also uses operating netback as an indicator of operating performance.
Operating netback is calculated on a per boe basis taking the sales price and deducting royalties, operating costs,
transportation costs and realized hedging gains and losses.

ADDITIONAL INFORMATION
Additional information regarding the Company including Rockyview’s annual information form is available on
SEDAR at www.sedar.com or on Raockyview’s website www.rockvviewenergy.com.

FOR FURTHER INFORMATION PLEASE CONTACT:

Rockyview Energy Inc.
Steve Cloutier
President & C.E.O.
(403) 538-5000

(403) 538-5050 (FAX)




OR

Rockyview Energy Inc.

Alan MacDonald

Vice President, Finance & C.F.Q.
(403) 538-5000

(403) 538-5050 (FAX)

Website: www.rockyviewenergy.com

The Toronto Stock Exchange has neither approved nor disapproved of the contents of this news release.
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PRESIDENT’'S MESSAGE

Rockyview Energy Inc. (“Rockyview”or the “Company”) is pleased to present its operating and financial s for the three and

nine months ended September 30, 2007.

HIGHLIGHTS
Increased production volumes for the quarter to a record 2,562 boe per day.

+  Drilled 19 (15.0 net) wells during the quarter with a 94% success rate, including a deep natural gas discovery at Spirit River
in the Peace River Arch,

+  Experienced a 15% reduction in drilling and completion costs.

Experienced a $1.05 per mcf increase in the realized price of natural gas as a result of an effective risk management
program,

CENTRAL ALBERTA

Rockyview continued to successfully develop its extensive inventory of low risk Horseshoe Canyon and Belly River locations
in Central Alberta. During the third quarter, eight field extension locations were drilled in the Wood River area and are being
tied into existing infrastructure, These locations have extended the pocl boundary at Wood River to the north and west and
will allow for further development. Production rates in these new wells have exceeded expectations. A new Horseshoe Canyon
shallow gas project south of Wetaskiwin is currently being developed. Six wells were drilled during the third quarter following
the successful recompletion of three cased wellbores in the first half of 2007, These wells have tested at an average rate in
excess of 400 mcf per day, which is the highest average test rate experienced by Rockyview for Horseshoe Canyon gas. These
nine 100% owned wells will be tied into the Company’s existing Bittern Lake gathering and compression facilities and will be
on production towards the end of the fourth quarter. These wells will add an expected 200 to 300 boe per day depending upon
facility capacity. The Company has 7 additional locations in this area that will be drilled in early 2008.

The Company cased and completed two basal Mannville gas wells in Central Alberta, one of which has been tied-in. Rockyview
is evaluating tie-in options on the other completed well, .

Rockyview tied-in 17 shallow gas welis from its first half drilling program into its Wood River gathering system during the third
quarter, adding approximately 300 boe per day. Four shaltfow gas wells were also tied into the Bittern facility via a gathering
system expansion, adding approximately 150 boe per day. This expansion will facilitate the easy tie-in of future development
locations,

Activity in Central Alberta continues to focus predominantly on shallow gas opportunities, where Rockyview is experiencing
strong drilling results and seeing an improvernent in capital costs. In aggregate, Horseshoe Canyon coalbed methane wells
drilled by the Company during the third gquarter commence production at an average rate in excess of 200 mcf per day versus
a risked rate of 112 mcf per day. Relative to 2006, Rockyview is seeing a reduction of 15% in the total well cost for a Horseshoe
Canyon well. The Company’s 2006 infrastructure investments, which inciuded the installation of 3,600 horsepower of com-
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pression, have significantly improved the capital returns in this area. Rockyview now owns and operates sufficient gathering,
compression and processing infrastructure in Central Alberta to accommaodate the majority of its identified 2008 development
drilling opportunities, thus significantly improving incremental economics.

Rockyview continues to expand its exploration portfolio in Central Alberta and has seismically identified and acquired land on
five lower Mannville prospects in the greater Watelet area. This area continues to be a strong focus for the Company due to its
exploration success.

The Company is also monitoring increased development activity in the Upper Mannville coalbed methane play in Central
Alberta. Rockyview’s strategy is to preserve its net 35 sections of Upper Mannwille CBM rights until such time as technology
and economics of this large resource play are well established. The Company will develop this high-impact resource at the ap-
propriate opportunity. Rockyview's acreage is immediately adjacent to lands currently being developed by several large CBM
operators, with well established experience in horizontal drilfing in the Upper Mannville coal seams.

Current production from the area amounts to 2,050 boe per day, 98% of which is natural gas.

PEACE RIVER ARCH

Rockyview continued its successful exploration program in this prolific, multi-zone area during the third quarter. The Company
followed up on a cretaceous light oil discovery at Spirit River during the second quarter by dritling three (1.1 net) additional oil
wells. These wells have demonstrated gross production rates of approximately 70 bbl per day per well. Up to 8 more wells may
be drilled in 2008 following a 3D seismic shoot to be undertaken in the fourth quarter.

The Company also operated the drilling of a deep natural gas discovery in the Spirit River area that was developed with exten-
sive seismic coverage. This well was placed on production in late October at an initial rate of approximately 800 {300 net) mcf
per day. Encouraged by this success, Rockyview plans to drill at least one offset location in early 2008,

The Company participated in the completion of a high rate Triassic gas well in the Farmington area. This well is part of a joint
venture farmout which has resulted in 3 successful walls in the area and will be tied-in during the fourth quarter. Two additional
wells will be drilled prior to year-end, one deep test at Farmington and one Triassic test at Gordondale.

Current production from the Peace River Arch is approximately 150 boe per day, 81% of which is natural gas.

WESTERN ALBERTA

" During the quarter, the Cornpany tied-in a successful Nordegg gas well that was completed during the second quarter. The well
is currently producing approximately 600 mcf per day.

Activity in Western Alberta continued to focus on targets in the Mannville and Nordegg formations. While focus has been
on these conventional horizons, Rockyview holds interests in 10 sections of land that are prospective for (BM in the Upper
Mannville formation. Rockyview has entered into a farmout agreement with a key industry player who has committed to drill
an Upper Mannville CBM well by April 1, 2008. Rockyview will be entitled to all the technical data. The Company's acreage is
proximal to the greater Corbett Creek area, which has been the centre of this play.

Current production from this area is approximately 500 boe per day, 99% of which is natural gas.

HEDGING PROGRAM

During the third quarter, the Company’s risk management program increased the average price received for natural gas by
$1.05 per mct.

The Company has 5,400 mcf per day (34%) of natural gas hedged during the fourth quarter at an average price of $7.90 per
mcf, and 2,800 mcf per day (18%) hedged during the first quarter of 2008 at an average price of $8.22 per mcf, Rockyview will
continue to monitor the commaodity markets for additional hedging opportunities for 2008.

2 / ROCKYVIEW ENERGY INC.



' CUTLOOK

The Company is currently in the process of finalizing its 2008 capital budget, which is expected to total between $25 and
$30 million, depending on natural gas prices. Funding for the capital program will come from cash flow and debt. Rockyview
expects to be drawn approximately $32 million at the end of 2007 on its 546 million facility.

“signed”
Steve Cloutier
President & Chief Executive Officer
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FINANCIAL REVIEW & OPERATING HIGHLIGHTS

FINANCIAL {$)
Revenue before royalties
Net ioss
Per share - basic
Per share - diluted
Funds flow from operations
Per share - basic
Per share - diluted
Total assets
Working capital (deficiency)
Bank loan
Corporate acguisitions
Capital expenditures - net

Market

Shares cutstanding
End of period
Weighted average - basic
Weighted average - diluted

OPERATIONS

Average daily production
Natural gas {mcf/d}

Light and medium oil (bbl/d}
NGLs (bbl/d)

Total (boe/d)

Average wellhead prices
Natural gas (5/mcf)

Light and medium oil ($/bbl)
NGLs ($/bbl)

Average (5/boe)

Operating netback ($/boe)

Three months ended

Nine months ended

Sept. 30

2007 2006
9,496,344 7,681,428
{1,246,303) (1,157,630}
(0.05) {0.06)
{0.05} (0.06)
5,033,113 3,432,373
0.21 0.18

0.21 0.18
150,933,530 160,881,471
893,654 (2,595,030)
34,000,000 37,000,000
8,738,447 11,884,194
24,364,378 19,494,378
24,364,378 19,494,378
24,364,378 19,494,378
14,625 12,775

67 48

57 68

2,562 2,245

6.31 5.84

72.86 63.65
61.49 60.82
39.28 36.43
24.62 19,95
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Sept. 30
2007 2006
29,504,978 23,259,407
(2,890,925) (1,009,939)
(0.12) (0.05)
(0.12) {0.05)
15,172,918 10,638,818
0.62 0.55
0.62 0.54
150,933,530 160,881,471
893,654 (2,595,030
34,000,000 37,000,000
- 67,279,786
24,092,231 32,017,805
24,364,378 19,494,378
24,364,378 19,193,020
24,364,378 19,569,612
13,853 11,529
63 56
55 66
2,426 2,044
7.13 6.58
64.61 62.79
56.28 60.13
43.66 40.80
27.29 23.45




MANAGEMENT'S DISCUSSION AND ANALYSIS

This management, discussion and analysis (“MD&A”) for Rockyview Energy Inc. (“Rockyview” or the “Company”) wos prepared as of November 6, 2007
and should be read in conjunction with the unaudited interim consolidated financial statements for the three and nine months ended September 30,
2007, and the December 31, 2006 audited annual financial statements and related note disclosures, The December 31, 2006 audited consolidated
financial statements have been prepared in accordance with Canadian generally accepted accounting principles {“Canadian GAAP”),

Non-GAAP Measurements - The terms “funds flow from operations’ “funds flow’, and “funds flow per share” and “operating netbacks” are not
recognized measures under GAAR. Management believes that in addition to net earnings or income, funds flow is a useful supplemental measure
as it provides an indication of the results generated by Rockyview’s principal business activities before the consideration of how these activities are
fnanced or how the results are taxed. lnvestors are cautioned, however, that this measure should not be construed as an alternative to net eéarnings or
income determined in accordance with GAAP as an indication of Rockyview’s performance. Rockyview’s method of calculating funds flow may differ
from other companies, especially those in other industries and accordingly may not be comparable to measures used by other companies. Rockyview
calculates funds flow from operations as cash from operating activities before the change in non-cash working capital related to operating activities.
Rockyview also uses operating netback as an indicator of operating performance. Operating netback is calculated on a per boe basis taking the sales
price and deducting royaities, operating costs and realized hedging gains and fosses.

BOE Presentation — The term “barrels of oil equivalent” ("BOE"} may be misteading, particuiarly if used in isofation. A BOE conversion ratio of 6 mcf:
1 bblis based on an energy equivalency conversion method primarily applicabie at the burner tip and does not represent a value equivalency at the
welthead. All BOE conversions in the report are derived by converting gas to oil in the ratio of 6 thousand cubic feet of gas to one barref of oil,

Forward-Looking Statements - Statements in this MD&A contain forward-looking information including expectations of future production, ex-
pectations of future expenditures and capital costs, procurement of drilling permits, plans for and results of exploration, development and drilling
activities and other operational developments and components of funds flow and earnings. Readers are cautioned that assumptions used in the
preparation of such information may prove to be incorrect. Events or circumstances may cause actual results to differ materially from those predicted,
as a result of numerous known and unknown risks, uncertainties, and other factors, many of which are beyond the controf of the Company. These
risks include, but are not limited to; operational risks in exploration, development and production of oif and gas and production tisks associated
with sour hydrocarbons, dependence on third party owned and operated production facilities, availability of skilled personnel and services, failure to
obtain industry partner, actions by governmental authorities, requlatory and other third party consents and approvais, delays or changes in plans,
risks associated with the uncertainty of reserve estimates, heaith and safety risks and the uncertainty of estimates and projections of reserves, pro-
duction, costs and expenses. The risks outlined above Should not be construed as exhaustive. Readers are cautioned not to place undue reliance on
the forward-looking information. The Company undertakes no obligation to update or revise any forward-fooking statements except as required by
applicable securities laws.

Readers are further cautioned that the preparation of financial statements in accordance with Canadian generally accepted accounting principles
{("GAAP") requires management to make certain judgements and estimates that affect the reported amounts of assets, liabilities, revenues and ex-
penses. Estimating reserves is also critical to several accounting estimates and require judgements and decisions based upon available geological,
geophysical, engineering and economic dota. These estimates may change, having either a positive or negative effect on net income as further infor-
mation becornes available, and as the economic environment changes.

OVERVIEW

Rockyview is an oil and gas exploration, preduction and development company, 95% weighted to natural gas. The Company's
primary operating areas include the Wood River and Bittern Lake areas of central Alberta, the Thunder area of western Alberta
and the Gordondale and Spirit River areas in the Peace River Arch, all in Alberta.

Summary Three months ended Nine months ended
September 30 | September 30 § September 30 | September 30
. , o . ...2007 2006 | 2007 2006
Production - boe per day 2,562 2,245 | 2,426 2,044
Revenues § 9,496,344 | § 7681428 | $29,504,978 & § 23,259,407
Net loss (1,246,303) {1,157,630) g (2,890,925) (1,009,939)
Net loss per share - basic and diluted {0.05) (0.06) | {0.12) {0.05)
Funds from operations 5,033,113 3432373 § 15172918 10,638,818
Funds from operations - basic 0.1 0.18 : 0.62 0.55
Funds from operations - diluted 0.21 0.18 | 0.62 0.54
Operating netback - per boe 24.62 16.95 i 27.29 23.45
Capital expenditures - net 8,738,447 11,884,194 24,092,231 32,017,805
Bank joan 34,000,000 37,000,000 34,000,000 37,000,000
Working capital (deficiency) 893,654 _ (2,595,030) ' 893654 ©  (2,595,030)

5 / ROCKYVIEW ENERGY INC.




The three months ended September 30, 2007 was a quarter highlighted by record production volumes as Rockyview contin-
ued to execute on its shallow gas drilling program. Production for the quarter averaged 2,562 boe per day and the Company
exited the quarter at approximately 2,700 boe per day. In addition, the Company drilled 19 (15.0 net} wells during the quarter,
including 10 (9.4 net) in the Horseshoe Canyon coals in central Alberta.

During the third guarter, the Company completed the drilling and completion phase of a very successful 2007 summer pro-
gram in the Horseshoe Canyon coals. Tie-ins and pipelining are ongoing and the Company expects to add 300 boe per day of
new production by the end of the jourth quarter.

Natural gas prices at AECO averaged $5.06 per mcf {2006 - $5.58 per mcf) during the third quarter, reflecting the overhang of
natural gas storage on prices. Rockyview has developed a corporate hedging strategy to mitigate the negative impact of lower
natural gas prices and provide pricing support for its capital expenditure program. For the fourth quarter of 2007, Rackyview
has approximately 5,400 mcf per day hedged at a weighted average price of $7.90 per mcf.

PRODUCTION
Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
Average daily production volumes 2007 2006 % 2007 2006 %
Natural gas (mcf/d) 14,625 12,775 14% 13,853 11,529 20%
Light and medium crude oil (bbl/d) 67 48 40% 63 56 13%
NGLs (bbi/d} 57 68 -16% 55 66 -17%
Total (boe/d) 2,562 2,245 14% 2,426 2,044 19%
Production split ~ . ) . o )
Natural gas 95% 4% 95% - 94%
Crude oil and NGLs ] 5% . 6% 5% 6%

Production for the third quarter increased 14% to 2,562 boe per day from 2,245 boe per day in the same period in 2006. The
increase reflects production volumes added from the Company's successful drilling program, tess production declines. The full
impact of production additions from Rockyview’s 2007 summer drilling program will not be realized until the fourth quarter.

The Company's production in the third quarter was weighted 5% to crude oil and NGLs and 95% to natural gas.

COMMODITY PRICES

... Threemonthsended =~ Ninemonthsended
Sept. 30 Sept. 30 Y% Sept. 30 Sept. 30 %

Average Benchmark Prices . 2007 2006 Change 2007 2006 Change
Natural gas ‘ .
NYMEX ($US/mmbtu} 6.24 618 1% 7.03 6.90 2%
AECO daily spot ($Cdn/mcf) , 5.06 558 -9% 6.43 6.26 3%
Crude oil :
WTI (SUS/bbl} ) 75.22 70.48 ¢ 7% 66.22 68.15 -3%
Edmonton Par ($Cdn/bbl) : 80.67 7968 1% 73.65 76.02 -3%
Exchange rate ($US/$Cdn) : 0.9562 0.8919 | 7% 0.9069 0.8832 3%
Average Realized Prices . ‘ ‘
Natural gas - (/mcf) 6.31 584 8% 7.13 6.58 8%
Crude oil - ($/bbl) - 7286 63.65 - 14% 64.61 62.79 3%
NGLs - ($/bbl) ' 61.49 60.82 1% 56.28 60.13 6%
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Natural gas prices at AECO weakened during the third quarter, as above-average natural gas injections into storage began to
build levels above the 5 year average. At September 30, 2007, natural gas storage levels were 7.5% above the 5 year average,
with record storage levels heading into the winter withdrawal season.

The average natural gas price received by Rockyview during the three months ended September 30, 2007 was 8% higher than
the comparative guarter in 2006 and included the price received from natural gas commodity contracts. The Company expects
natural gas prices to remain volatite into 2008. To mitigate this expected volatility, the Company actively pursued a hedging
strategy in early 2007, locking in natural gas prices on approximately 37% of projected natural gas production volumes for
2007, at a weighted average price of $7.80 per mcf. The risk management program increased the average natural gas price
received during the quarter by approximately $1.05 per mcf.

For the three months ended September 30, 2007, the West Texas Intermediate {“WT1"} oil reference price averaged 5US 75.22
per bbl (2006 - SUS 70.48) and the $US/5Cdn exchange rate averaged 1.0452 (5Cdn 0.9562).

RISK MANAGEMENT ACTIVITIES

Rockyview has entered into physical natural gas commodity contracts as part of its risk management program to manage
commodity price fluctuations. These arg designed to ensure sufficient cash is generated to fund its capital program. The price

The following contracts were in place at September 30, 2007:

on physical contracts will be recognized-in earnings in the same period as the production revenue,

_ _ e e ey S
Typeof | Daily Quantity | Canadian Price |
Timeperiod Commodity Contract ; Contracted (GJ) _ (8Cdn/aGa)

. January 2007 - December 2007 Natural gas Physical swap 1,000 $7.50
February - December 2007 Natural gas Physical swap 500 $6.65
February - December 2007 Natural gas Physical swap 500 56.80
February - December 2007 Natural gas Physical swap 500 $6.96
March 2007 - December 2007 Natural gas Physical swap 500 §7.77
April 2007 - October 2007 Natural gas Physical swap 500 $7.55
Aprit 2007 - October 2007 Natural gas .| Physical swap 500 $7.60

- April 2007 - Octaber 2007 Natural gas Physical swap 500 57.88 i
April 2007 - October 2007 Natural gas Physical swap 500 $7.20
April 2007 - October 2007 Natural gas Physical swap 500 $7.43 f
May 2007 - October 2007 Natural gas Physical swap 500 $7.81 |
November 2007 - March 2008 Natural gas Physical swap 500 $8.63 E
November 2007 - March 2008 Natural gas Physical swap 500 $9.04 ;
November 2007 - March 2008 Natural gas Physical collar 500 5750-511.00 i
Navember 2007 - March 2008 Natural gas Physical collar 500 57.50-510.86 |
November 2007 - March 2008 _ Natural gas Physicalcollar | 500 | $7.50-%11.20 :
The following contracts were entered into subsequent to September 30, 2007:

Type of | Daily Quantity Canadian Price
Time period Commodity Contract | Contracted (GJ} (5Cdn/G)) |
January 2008 - December 2008 Natural gas Physical swap } 500 $6.68 !

The Company's operating cost management activities are exposed to fluctuations in the cost of electricity. At September 30,
2007, the Company had fixed price contracts for 1.5MW of electricity at prices of $76.00/MWh for the remainder of 2007 and
$86.88/MWh for calendar 2008, During the third quarter of 2007, the cost of electricity averaged $92.00/MWh, resulting in a
realized derivative gain during the quarter of $54,884. The combined net unrealized fair value of both contracts at September
30, 2007 is 5(41,367) and is reflected on the balance sheet as a net liability.
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PETROLEUM AND NATURAL GAS SALES

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change

. 2007 . 2006 % 2007 . 2006 %

Natural gas $ 8,484,363 S5 6,862,056 24% $ 26,968,756 5 20,716,154 30%
Crude oil 448,982 281,016 60% 1,107,916 957,922 16%
NGLs 323,237 381,737 -15% 842,925 1,086,216 -229%
Royalty and other income 239,762 156,619 53% 585,381 499,115 17%
Gross oil and gas revenue 9,496,344 7,681,428 24% 29,504,978 23,259,407 27%
Per boe $40.29 $37.19 8% $44.55 $41.69 7%

Revenues of $9.50 million (540.29 per boe) for the three months ended September 30, 2007 (the "quarter”) were 24% higher
than the comparable quarter of $7.68 million ($37.19 per boe) and reflect the combination of an 8% increase in average natural
gas price realizations and a 14% increase in production volumes.

ROYALTIES
Three months ended Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
' 2007 2006 % 2007 2006 %
Crown royalties $ 834,899 $ 1,004,165 -17% $ 3,499,485 S 3,559,970 -20%
Freehold royalties 127,357 128,599 -1% 422,219 337,798 25%
Overriding royalties . 158,995 187,824 -15% 617,671 701,638 -12%
Total royalties ) $ 1,121,257 5 1,320,588 -15% % 4,539,375 5 4599406 -1%
% of oil and gas revenue ) 11.8% 17.2% 15.4% 19.8%
Per boe $4.76 $6.39 -26% $6.85 $8.24 -17%

During the quarter ended September 30, 2007, royalties as a percentage of revenues decreased from the comparative period,
as the Company’s production continued to be weighted more to lower productivity natural gas wells which have lower royalty
rates. In addition, the Company benefited from the first full quarter of gas cost allowance credits, reflecting its share of gas
processing fees associated with crown volumes processed at the Company’s facilities. These credits reflect the significant capi-
tal investrnent made by Rockyview in gathering and compression facilities during 2006, The Company expects to experience
these lower royalty rates into the foreseegable future.

On October 25, 2007, the Alberta Government announced a change 1o the Alberta royalty regime effective January 1, 2009, fol-
lowing a review by the Alberta Royalty Review Panel. The impact of the proposed changes on Rockyview’s shallow gas projects
will be negligible at current prices. However, the effect of the proposed changes on more prolific wells may negatively impact
the economics of future drilling. Overall, given the Company's portfolio of assets, the potential impact of the proposed royaity
changes will be neutral to muted.

Effective January 1, 2007, the Alberta Government cancelled the Alberta Royalty Tax Credit ("ARTC") program. Crown royalties
for the comparable period included a credit for $125,000 of ARTC,

OPERATING EXPENSES

Three months ended _ Nine months ended
Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change
2007 2006 % 2007 2006 %
Operating expense $2,571,347 52,241,639 15% $6,896,126 $5579332 24%
Per boe _ $10.91 $10.85 1% $100 $10.00 4%

Operating expenses totalled $2,571,347 for the third quarter, or $10.91 per boe, a 1% increase from the comparable quarter in
2006. included in this amount are costs relating to coil-tubing workover programs designed to improve well performance at
Wood River and operating costs at Gordondale, a non-operated oil property that was shut-in throughout the third quarter for
pipeline repairs and improvements. Qperating costs at Gordondale totalled $84,500 for the quarter and added 50.36 per boe
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to operating costs. The operator is awaiting approval from the Alberta Energy Utilities Board to commence flowing production

again through the pipeline.

OPERATING NETBACK

Three months ended

Change

~ Ninemonthsended

Sept. 30 Sept. 30 Sept.30 :  Sept.30 Change !
{$ per boe) 2007 2006 % 2007 | 2006 %
Revenues $ 4029 § 3709 8% $ 4455 | § 4169 7%
Royalties (4.76) (6.39) -26% (6.85) ; (8.24) 7%
Operating expense {1091} (10.85) ' 1% (10.41) , (10.00} 4%
Operating netback S 2462 $ 1995 | 2% $ 2729 | 2345 16% |

The operating netback for the three manths ended September 30, 2007 was $24.62, 23% higher than the comparable quarter.
The higher netback primarily reflects the 8% increase in natural gas prices and the 26% reduction in royalty expense from the

third quarter of 2006.

The operating netback by product is as follows:

Three months ended

Nine months ended

Sept. 30 | Sept. 30 E Change . Sept.30 Sept. 30 Change

Conventional natural gas ($/mcf) 2007 2006 | % 2007 | 2006 %
Revenues $ 6.53 $ 597 9% $ 730 $ 673 . 8%
Royalties . (0.65) . (1.02) -36% (1.24) (1.47) 12%
Operating expense . l2.09)£ (2.08} 0% (1.97) (.87) . 5%
Operating netback : $ 379 b S 287 32% ! 5 409 | 5 345‘ ) 19%
Coal bed methane gas (S/mcf) . |
Revenues "% 595 % 545 9% $ 683 | § 595 15%
Royalties L 79 099 20%  (0.85) (099  -14%
Operating expense (1.20) I (1.16) 3% | {1.23) {0.96) 28%
Operating netback .5 396 . 5 330| 0% $ 475 | S 400! 19%

i s :
Light and medium crude oil (S/bbl) - | .
Revenues $ 7287  § 6365 14% . § 6461 | $ 6279 3%
Royalties L (062 (4.46) 138% | (8.42) (4.67) 80%
Operating expense I {36.51) (16.85) 17% . (28.74) {13.04) 120%
Operating netback $ 2574 | 5 4234 39% | $ 2745 | $ 4508 39%
Natural gas liquids ($/bbl) | ; L
Revenues i $ 61.48 5 6082 1% | $ 56.28 3 60.13 6%
Royalties o nes2. (253 2% 0 (16.97) (20.55) : -17%
Operating expense : _— LT % e T 0%
Operating netback ! $ 41.66 $ 3829 9% % 3931 S 3958L -1%
Royalty income ($/boe) ;% 102 5 076 34%  $ o088 S5 098 . @ -10%
Total {$/boe) ‘{ $ 2462 5 19951  23% 5 2729 | $ 2345 6%
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GENERAL AND ADMINISTRATIVE EXPENMSES '

Three manths ended ) Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. 30 Change

2007 2006 % 2007 2006 %

General and administrative - gross $1,122,335 5 1,335,158 -16%  $ 3,927,941 5 4,240,702 -7%
Capital and operating recoveries (440,364) {397,925) 1%  (1,210,514) (1,092,430} 1%
Capitalized (278,034) ) {258,151) ) 8% (1,114,094) {856,369} 30%
General and administrative - net $ 403,937 § 679082 ‘ -41% % 1,603,333 $ 2,291,903 -30%
Per boe $1.71 53.28 -48% $2.42 5411 -41%

Gross general and administrative expenses for the three months ended September 30, 2007 totalled $1,122,335, 16% lower
than the comparable quarter, reflecting a continued focus on cost control. The Company capitalized $278,034 (2006 - $258,151)
of general and administrative costs associated with its exploration and development pragram, including $30,124 (2006 - 5Nil)
relating to stock based compensation. The increased portion of capitalized general and administrative costs reflects an increas-
ing focus on new conventional exploration and development projects. The market for skilled technical staff continues to be
tight and labour compensation costs in the industry as a whole, continue to escalate. As a result, the Company expects general
and administrative costs to trend higher.

STOCK BASED COMPENSATION

The Company accounts for stock based compensation using the fair value method for stock options, Under the fair value
method, the Black-Scholes option pricing model was used to calculate the quarterly expense that is included in general and
" administrative costs in the statement of operations, over the vesting period of the options.

The total stock based compensation amount for the quarter ended September 30, 2007 totalled $73,740 {2006 - 5256,981) and
reflects the granting of 260,000 and cancelling of 256,167 stock options during that period. Of this amount, $30,124 (2006 -
$NIL) was capitalized and 543,616 (2006 - $256,981) included in general and administrative expenses.

INTEREST EXPENSE

Three months ended Nine months ended

Sept. 30 Sept. 30 Change Sept. 30 Sept. ?;0 Change

2007 2006 | % 2007 2006 %

Interest expense $ 486,698 S 456,729 7% 51,409,424 5 1,025314 37%
Per boe $2.06 $2.21 7% $2.13 $1.84 16%

The bank loan balance at September 30, 2007 was $34.00 million, versus $37.00 million at the end of the comparable quarter.

DEPLETION, DEPRECIATION AND ACCRETION

Three months ended | Nine monthsended

Sept. 30 Sept. 30 i Change Sept. 30 Sept. 30 Change

2007 2006 % 2007 2006 % -

Depletion and depreciation $6675251 % 4751,101 40% $18,757,065 $12,537,318 50% -
Accretion 72364 43477 66% 207,388 122684 69% .
Total o '$6,747,615 $ 4794578 . 41% $18,964453 $12660002 50% :

Per boe ‘ . ) ) $28.63  523.21 | 1 23% $28.63 . 52269 26% :

Depletion and depreciation per boe increased 23% for the three months ended September 30, 2007, from the same period in
2006. The increase is attributable to the higher cost associated with proved reserve additions, primarily through the acquisition
of Espoir in 2006.

Depletion and depreciation for the quarter amounted to $6,675,251 (528.32 per boe), compared to $23.00 per boe in the third
quarter of 2006. The accretion of the asset retirement obligation for the quarter totalled $72,364 (50.31 per boe), compared to
$0.21 per boe in the comparable period.
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INCOME TAXES

Three months ended Nine months ended !

E Sept. 30 Sept. 30 Sept. 30 i Sept. 30 |

] i 2007 2006 1 2007 | 2006 J

Current (recovery) | s (86665)  § (229945 . $ (86665 | § (241319 |
Future (recovery) L e07,251) (423613) | (1,066,109) |  (1,645292) |
Total 1§ (693916)  §  (6535%8) | $ (1,152.774) | s (886611 .

The future income tax liability of $7.83 million reflects the difference between the book value and the tax value of the Company’s
assets. At September 30, 2007, the Company’s tax pools and non-capital losses were approximately $125.0 million.

On October 30, 2007, the Federal Government announced a reduction in federal corporate income tax rates for the years 2008
through 2012, that will see the combined federal/ Alberta corporate income tax rate decrease from 32.1% in 2007, 10 25% in
2012

FUNDS FLOW AND NET INCOME

Funds flow for the quarter ended September 30, 2007 was $5,033,113 (2006 - $3,432,373), or $0.21 per share basic and diluted
{2006 - $0.18 basic and diluted). The increase in funds flow for the quarter reflects a 23% increase in operating netbacks, along
with an 8% increase in preduction volumes from 2006.

Net loss for the third quarter was $1,246,303 (50.05 basic and diluted), versus a net toss of $1,157,630 (50.06 basic and diiuted)

for the comparative period in 2006, and reflects an increase in depletion and depreciation expense per boe.

SUMMARY OF QUARTERLY RESULTS

The following table highlights the Company’s performance since inception on a quarterly basis:

f . 2007 2006

3 Q3 Q2 ar o4 . 03 @i a
Revenue is 9,496,344 | § 9,842,559 | § 10,166,075 | 5 10,064,190 5 7,681,428 'S 7,623,900 ‘Fs 7,954,079
Net income/{loss) P (1.248303) {970,678) (673,944) (12668.133).  (1.157,630) 227,988 | (80,297)
Per share - basic and diluted : {0.05) (0.04) (0.03) (0.62)§ (0.06} (¢X0]] l 0.01)
Funds flow from operations ] 5033113 5,057,384 5,082,421 4,833,713 3,432,373 j 3,350,006 T 3,856,439
Pershare - basic i 0.21 o1 0.21 0.24 : 018 017 o
Per share - diluted . 0.21 .21 0.21 024 . 0.18 ' 017 ‘ 0.20
Total assets | 150,933,530 | 149,258,330 | 151,060,967 146,867,87()% 160,881,471 151,391,24oi 145,343,833
Bank loan i 34000000 | 31,000,000 | 26,000,000 | 25000000 | 37000000 30,000,000~ 20,000,000

Revenues and funds flow from operations reflect the changes in production volumes and natural gas commaodity pricing.

CAPITAL EXPENDITURES

Three months ended Nine months ended
Drilling Activity , September 30, 2007 September 30, 2007
i . Gross | WNet: = Gross |  Net
Conventional gas 5.0 35 11.0 8.5
CBM 10.0 9.4 330 26.5
Crude oil 3.0 1.1 3.0 1.1
Dry and abandoned ‘ 1o 1.0 40 2.7
Total _ - 19.0 150 s10| 38.8 |

During the third quarter of 2007, the Company drilled one (1.0) unsuccessful Mannville test at Kneller in central Alberta, 4 (3.2
net) Belly River gas wells and 4 {3.4 net) Horseshoe Canyon CBM wells at Wood River in central Alberta, 6 (6.0 net) Horseshoe
Canyon CBM wells at a new core area south of Wetaskiwin and 3 (1.1 net) light oil wells and one (0.3 net) deep natural gas well
at Spirit River in the Peace River Arch.
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The Wood River wells were tied-in and on production by the end of the third quarter. Pipelines are currently being constructed
at Wetaskiwin to take the natural gas to Rockyview's compression facilities at Bittern Lake. The Company expects over 200 boe
per day of production will be on at Wetaskiwin by the end of the fourth quarter.

At Spirit River, the Cretaceous light oil wells are expected to add 50 boe per day of production by the middle of the fourth
quarter, while the deep natural gas well came on at the end of October at a restricted rate of approximately 300 mcf per day

net to Rockyview.

Three mor]ths ended

Nine months ended

Sept. 30, 2007 Sept.30,2006  Sept. 30, 2007 Sept. 30, 2006
Corporate acquisition $ - S - $ - $ 67.279,786
Property dispositions {23,998) - {23,998) (2,031,222)
Land and lease 401,673 466,585 1,358,098 2,952,624
Geological and geophysical 122,873 95,598 340,072 236,367
Drilling and completions 5,056,329 3,330,348 15,466,149 12,077,749
Equipment and facilities 2,894,533 7,725,521 5,793,608 15,832,966
Capitalized administrative 278,033 258,151 1,114,094 856,369
Office 9,004 7,991 44,208 61,730
Net capital expenditures $ 8,738,447 $ 11,884,194 $ 24,092,231 § 97,266,369

In the third quarter of 2007, the Company incurred total capital expenditures of $8.74 million (2006 - $11.88 million), focused
primarily on the drilling and completion of Horseshoe Canyon CBM wells at Wood River and Wetaskiwin,

The Company records the fair value of future obligations associated with the retirement of long-lived tangible assets, such as
well sites and facilities. Accounting for the recognition of this obligation results in an increase to the carrying value of these
assets. This amount has been shown as the Company’s asset retirement obligation.

LIQUIDITY AND CAPITAL RESOURCES

The change in the Company’s bank debt for the three and nine months ended September 30 was as follows:

Three months ended Nine months ended

| Sept.30,2007  Sept.30,2006 . Sept.30,2007 :© Sept.30, 2006
Sources: I
Funds from operations $ 5,033,113 S 3432373 $15172,918 $ 10,638,818
Issue of common shares, net of costs - - - 15,999
Change in cash and cash equivalents i 20,635 (462,840) ; 290,738 4,422,287 |

E $ 5,053,748 $ 2969533 : $ 15,463,656 ‘ $ 15,081,104
Uses; l :
Additions to property, plant & equipment P § 8732321 5 11,884,194 $ 23,938,226 $ 32,017,805
Sale of oil and gas properties : {23,998) - (23,998) {2,031,222)
Corporate acquisition I - - - 17,487,278
Change in non-cash working capital {654,575) (1,914,661) 549,428 4,607,243

' $ 8053748 S 9969533 | $24,463,656  $ 52081104 ;
Increase in bank debt {§$ 3000000 | S 7,000,000 $ 9,000,000 5 37,000,000

At the end of the third quarter the Company had drawn $34.0 million (2006 - $37.0 million) on its revolving extendible credit
facility of $46.0 million. The facility may be drawn down or repaid at any time, but there are no scheduled repayment terms. If
the facility is not renewed by August 6, 2008, outstanding advances become a term loan repayable on August 7, 2009,

Rockyview will typically utilize three sources of funding to finance its capital expenditure program: internally generated funds
flow from operations, debt where deerned appropriate and new equity issues if available on favourable terms. When financing
corporate acquisitions, the Company may also assume certain future liabilities. In addition, the Company may adjust its capital
expenditure program depending on the commeodity price outlook and further opportunities that may be identified.
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OQUTSTANDING SHARE DATA

On November 6, 2007, there were 24,362,478 common shares outstanding, 892,272 outstanding warrants with an exercise
price of $5.26 per share and 2,059,335 stock options with an average exercise price of 54.55 per share.

CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The Company has contractual obligations in the normal course of aperations including the purchase of assets and services, op-
erating agreernents, transportation commitments and sales commitments. These obligations are of a recurring and consistent
nature and impact cash flow in an ongoing manner.

Rockyview leases office space through an arrangement deemed to be an operating lease for accounting purposes, As such, the
Company is not required to record its lease obligation as a liability, nor does it record lease obligations as an asset.

GUARANTEES AND OFF-BALANCE SHEET ARRANGEMENTS

The Company has not entered into any off-balance sheet arrangements or guarantees.

DISCLOSURE CONTROLS AND PROCEDURES

The preparation of the MD&A is supported by a set of disclosure controls and procedures as at September 30, 2007. Disclosure
controls and procedures have been designed to ensure that information required to be disclosed by the Corporation is ac-
cumulated and communicated to the Company’s management as appropriate to allow timely decisions regarding required
disclosure. The Company's Chief Executive Officer and Chief Financial Officer have concluded, based on their evaluation as
of the end of the period covered by the Company’s annual filings for the most recently completed financial period, that the
Company's disclosure controls and procedures as of the end of such period are effective to provide reasenable assurance that
material informaticn related to the Company, including its consolidated subsidiaries, is made known to them by others within
those entities.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Internal controls have been designed to provide reasonable assurance regarding the reliability of the Company’s financial
reporting and the preparation of financial statements together with the other financial information for external purposes in
accordance with Canadian GAAP. The Company's Chief Executive Officer and Chief Financial Officer have designed, or caused
to be designed under their supervision, internal cantrals over financial reporting related to the Company, including its consoli-
dated subsidiaries.

The Company's Chief Executive Officer and Chief Financial Officer are required to cause the Company to disclose herein any
change in the Company’s internal control over financial reporting that occurred during the Company’s most recent interim
period that materially affected, or is reasonably likely to materially affect the Company’s internal control over financial report-
ing. During 2006, Rockyview documented the design of internal controls over financial reporting and presented this docu-
mentation to the Audit Committee for its review. No material changes were identified in the Company’s internal controls over
financial reporting during the three months ended September 30, 2007, that had materially affected, or are reasonably likely to
materially affect, the Company's internal controls over financial reporting. .

It should be noted that a control system, including Rockyview's disclosure and internal controls and procedures, no matter how
weil designed, can provide only reasonable, but not absolute, assurance that the objectives of the control system will be met -
and it should not be expected that the disclosure and internal controls and procedures will prevent errors or fraud.

CRITICAL ACCOUNTING ESTIMATES

The Company's financial statements have been prepared in accordance with Canadian generally accepted accounting policies
(*GAAP"). Certain accounting policies require management'to make appropriate decisions with respect to the formulation of
estimates and assumptions that affect the reported amounits of assets, liabilities, revenues and expenses. Rockyview's manage-
ment review their estimates frequently; however, the emergence of new information and changed circumstances may result in
actual results or changes to estimated amounts that differ materially from current estimates. Rockyview attempts to mitigate
this risk by employing individuals with the appropriate skill set and knowledge to make reasonable estimates; developing
internal control systems; and comparing past estimates to actual results,
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The Company’s financial and operating results include estimates on the following:
Depletion, depreciation and accretion based on estimates of oil and gas reserves;

+  Estimated revenues, operating expenses and royalties for which actual revenues and costs have not been received;
Estimated capital expenditures on projects in progress;

. Estimated fair value of Espoir acquisition, including petroleum and natural gas propérties and the determination of good-
will;
Estimated fair value of asset retirement obligation including estimates of future costs and the timing of costs; and

. Estimated fair value of derivative contracts.

CHANGES IN ACCOUNTING POLICIES

Financial Instruments and Hedging Activities

Effective January 1, 2007, the Company adopted the Canadian Institute of Chartered Accountants {"CICA") Section 3855,
“Financial Instruments - Recognition and Measurement’, Section 3865, "Hedges’, Section 1530, “Comprehensive Income” and
Section 3861, "Financial Instruments - Disclosure and Presentation” These standards have been adopted prospedtively. See
Note 3 to the Consolidated Financial Staterments.

OUTLOOK

The Company's 2007 drilling program was substantially complete at the end of the third quarter, leaving only pipeline con-
struction and tie-ins for the balance of the year. The 2008 capital budget is being finalized and will be financed from cash flow
and available lines of credit where necessary.

With successful drilling results and a prudent hedging strategy, Rockyview is well-positioned for a recovery in natural gas
prices. Its seismically-driven and engineered inventory of shallow gas development locations and higher impact Mannwville and
deep exploration prospects in Central Alberta and the Peace River Arch respectively, will be drilled during 2008 and beyond.
The Company expects to exit 2007 with daily production of 2,900 to 3,000 boe.

The Company’s balance sheet will allow it to capitalize on additional drilling or acquisition opportunities as they arise.

ADDITIONAL INFORMATION

Additional information regarding the Company including Rockyview’s annual information form is available on SEDAR at
www.sedar.com or on Rockyview’s website www.rockyviewenergy.com.
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CONSOLIDATED BALANCE SHEET
{unaudited)

December 31,

September 30,
o N o 2007 2006
ASSETS
Current assets
Cash $ 633,493 s 924,231
Accounts receivable 8,172,914 9,161,648
Other current assets 948,113 1,539,265
Derivative asset 10,930 22,995
9,765,450 11,648,139
Praperty, plant and equipment {note 4) , 141,168,080 135,219,731

i $ 150,933,530

$ 146,867,870

LIABILITIES

Current liabilities

Accounts payable and accrued liabitities $ 8,829,958 S 10,959,272
Derivative liability ' 41838 -
8,871,796 10,959,272
Derivative liability 10,459 -
Long-term debt (note 6) 34,000,000 25,000,000
Future income taxes 7,830,340 8,896,449
Asset retirement obligations {note 5) 3,967,377 @ 3316274
54679972 48171995
SHAREHOLDERS' EQUITY
Share capital (note 7) 108,493,800 108,493,800
Warrants (note 7) 571,054 571,054
Contributed surplus (note 7) 1,662,843 1,214,235
Deficit (14,474,339) (11,583,214)
.96,253,558 98,695,875
$ 150,933,530 51 46,867,870

see accompanying notes to financial statements

Approved by the Board of Directors

"signed”
John Howard
Director

“signed”
Steve Cloutier
Director
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CONSOLIDATED STATEMENT OF OPERATIONS AND COMPREHENSIVE LOSS AND DEFICIT

{unaudited)

REVENUE

Petrocleum and natural gas
Realized derivative gain (loss)
Unrealized derivative gain (loss)

Royalties expense

EXPENSES

Operating

General and administrative

interest

Depletion, depreciation and accretion

Net loss before income taxes

Current income tax expense (recovery)
Future incorme tax expense {recovery)
Net loss and comprehensive loss
Retained earnings (deficit}, beginning of period
Retained earnings (deficit}, end of period
Net loss per share - basic and diluted (note 7)

see accompanying notes to financial statements

Three months ended
September 30

2007

$ 9,496,344
54,884
(160,599}
(1,121,251)
8,269,378

2,571,347
403,937
486,698

6,747,615

10,209,597

(1,940,219)

(86,665)

(607,251)

(1,246,303)

. 13227836
$ (14,474,139)

S (005)

2006

7,681,428

{1,320,588)
6,360,840

2,241,639
679,082
456,729

4,794,578

8,172,028

{1,811,188)
{229,945)

(@23613)

(1,157.630)

2,242,550

1,084,920
% {0.06)

Nine months ended

September 30
2007 2006
$ 29,504,978 $ 23259407
(71,604} -
(64,362) -
(4,539,375)  (4,599.406)
24,829,637 18,660,001
6,896,126 5,579,332
1,603,333 2,291,903
1,409,424 1,025,314
18,964,453 12,660,002
28,873,336 = 21,556,551
(4,043,699) (2,896,550)
(86,665) (241,319)
(1,066,109) | (1,645292)
(2,890,925) . (1,009,939)
o (n583214) | 2094859
$ (14,474,139) | S 1084920
$ (0.12) $ (0.05)
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CONSOLIDATED STATEMENT OF CASH FLOWS

(unaudited)

" Cash flows from operating activities
Net loss
Items not affecting cash

Unrealized derivative loss
Asset retirement expenditures
Funds flow from operations

Cash flow from financing activities

Increase in bank loan

" Three months ended
September 30
2007 |

|

$ {1,246,303) | $ (1,157,630)

2006

Nine months ended
September 30

$ (2,890,925) |

2006

$ {(1,009,939) :

Cash flow from investing activities

Sale of oil and gas properties

Net cash used in investing activities

Change in cash during the period

Supplemental information:

Depletion, depreciation and accretion 6,747,615 4,794,578 18,954,453 12,660,002
Stock based compensation expense 43,616 | 256,981 270,605 . 694,760
Future income taxes {recovery) (607,251) i (423,613) (1,066,109} (1,645,292)
' 160,599 - 64,362 -
_.165163) | (37.943) (169468} (60.713)
5,033,113 3,432,373 15,172,918 10,638,818
Net change in non-cash working capital items 42068 40,152 657,062 ~ (54.881)
Net cash provided by operating activities 5,453,281 3,472,525 15,829,980 10,583,937
Issue of shares for cash upon exercise of warrants - - - 19,999
- 3,000,000 7,000,000 9,000,000 28,000,000 |
Net cash E[E)_\f_ided from ﬁnanci_rlg activities 3,000,000 7,000,000 9,000,000 28,019,999 .
Acquisition of Espoir Exploration Corp. - - - (8,487,278)
23,998 - 23,998 2,031,222 |
Additions to property, plant and equipment ; (8,732,321) (11,884,194) .  (23,938,226) {32,017,805) 3
Changes in non-cash working capital - investing items i 234,407 1874502 ; (1,206,490} (4,552,362)
| (8,473,916) |  (10009,685) | (25,120,718) | (43,026,223)
]
l (20,635) 462,840 g (290,738} (4,422,287}
Cash and cash equivalents - beginning of period n 654,128 : 1,063,399 § 924,231 . 5,948,426
Cash and cash equivalents - end of period $ 633493 | 5 1526239 : $ 633493 5 1526139 .
$ 565920 | 539,790 | $ 1,082,242 . $ 1,125430

Interest paid

Income taxes paid (refund)

5
¢ (482323) |

S (482,323)

$ 673,799

see accompdnying notes to financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2007 (unaudited)

1. DESCRIPTION OF BUSINESS

Rackyview Energy Inc. (“Rockyview” or the "Campany”) is incorporated under the Business Corporations Act {Alberta) and is
a public company listed on the Toronto Stock Exchange.

The principal business of the Company is the exploration for, exploitation, development and production of oil and natural
gas reserves. All activity is conducted in Alberta in Western Canada and comprises a single business segment.

2. SIGNIFICANT ACCOUNTING POLICIES

The interim unaudited consolidated financial statements are stated in Canadian dollars and have been prepared by man-
agement in accordance with Canadian generally accepted accounting principles ("GAAP™). The preparation of financial
statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements, and the reported amounts of revenues and expenses during the period. Actual results could differ from these
estimates. The interim unaudited consolidated financial statements have been prepared following the same accounting
policies and methods of computation as the consolidated financial statements for the year ended December 31, 2006, other
than changes in accounting policies in note 3. The disclosures provided below are incremental to those included in the an-
nual financial statements. The interim unaudited consolidated financial statements should be read in conjunction with the
annual financial statements and notes thereto in the Company’s annual report for the year ended December 31, 2006.

3. CHANGES IN ACCOUNTING POLICIES

Financial Instruments and Hedging Activities

Effective January 1, 2007, the Company adopted the Canadian Institute of Chartered Accountants (“CICA") handbook sec-
tion 1530“Comprehensive Income,” section 3251 "Equity,” section 3855 “Financial Instruments - Recognition and Measure-
ment”and section 3865 "Hedges” These standards result in changes in the accounting for financial instruments and hedges
as well as introduce accumulated other comprehensive income ("AQCI") as a separate component of shareholders’ equity.
As required, these standards have been adopted prospectively and comparative amounts for the prior periods have not
been restated.

{a) Comprehensive Income

Comprehensive income comprises net earnings or loss and other comprehensive incpme ("OCI"). OCl represents the change
in equity for a period that arises from unrealized gain and losses on available-for-sale securities and changes in fair market
value of derivative instruments designated as cash flow hedges. The Company does not currently have any OCl or AOCL

(b) Equity

This section establishes the standards for presentation of equity and changes in equity during the period. It requires a sepa-
rate presentation of changes in equity for the period arising from net income, OCl, contributed surplus, retained earnings,
share capital and reserves, Accumulated OCi would be included in the consolidated balance sheet as a separate component
of shareholders” equity.

(¢) Financial Instruments
This section establishes standards for the recognition and measurement of financial instruments which comprises financial
assets, financial liabilities, derivatives and non-fnancial derivatives.

A financial asset is cash or a contractual right to receive cash or another financial asset, including equity, from another party.
A financial liability is the contractual obligation to deliver cash or ancther financial asset to another party.

A derivative is a inancial instrument whose value changes in response to a specified variable, requires little or no net invest-
ment and is settled at a future date. An embedded derivative is a derivative that is part of a non-derivative contract and not
directly related to that contract. Under this standard, embedded derivative must be accounted for as a separate financial
instrument. A non-financial derivative is a contract that can be settled net in cash or another financial instrument.
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Under this standard, all financial instruments are initially recorded at fair value and are subsequently accounted for based on
one of four classifications: held for trading; held-to-maturity; loans and receivables; or, available-for-sale, The classification of
a financial instrument depends on its characteristics and the purpose for which it was acquired. Fair values are based upon
quoted market prices available from active markets or are otherwise determined using a variety of valuation techniques
and models.

Under this standard, all guarantees upon inception are required to be recognized on the balance sheet at their fair value,
No subsequent re-measurement is required to fair value each guarantee at each subsequent balance sheet date, unless the
guarantee is considered a derivative.

(i) Held for trading

Held for trading financial instruments are financial assets or financial liabilities that are purchased with the intention of
selling or repurchasing in the near term. Any financial instrument can be designated as held for trading as long as its
fair value can be reliably measured. A derivative is classified as held for trading, unless designated as and considered
an effective hedge. Held for trading instruments are recorded at fair value with any subsequent gains or losses from
changes in fair value recorded directly into earnings.

(i} Held-to-maturity

Held-to-maturity investrnents are financial assets with fixed or determinable payments and a fixed maturity that the
Company has the intent and ability to hold to maturity. These financial assets are measured at amortized cost using
the effective interest method. Any gains or losses arising from the sale of a held-to-maturity investment are recorded
directly into earnings. Al of the Company’s cash and cash equivalents, short-term investments and long-term debt are
designated as held-to-maturity investments,

(iii) Loans and receivables
Loans and receivables continue to be accounted for at amortized cost using the effective interest method. Any gains or
losses on the realization of loans and receivables are recorded into earnings.

The fair value of accounts and other receivables and accounts payable and accrued liabilities approximate their carry-
ing values due to the short-term nature of these instruments.

{iv) Available-for-sale

Available-for-sale assets are those financial assets that are not classified as held for trading, held-to-maturity or loans
and receivables. Available-for-sale instruments are recorded at fair value. Any gains or losses arising from the change in
fair value is recorded in OCl and upon the sale of the instrument or other-than-temporary impairment, the cumulative
gain or loss is transferred into earnings.

The Company has not designated any financial instruments as available-for-sale assets.

fv) Transaction costs
Transaction costs relating to alf financial instruments will be expensed as incurred.

(d} Hedges

Hedge accounting is optional and the Company may not designate the hedging instrument as a hedge for accounting
purposes. When hedge accounting is not applied, the change in fair value of the hedging instrument is recorded directly
into earnings. The Company has chosen not to designate any of its current hedging instruments as hedges for the purpose
of this section and has classified them as a held for trading asset and recorded the fair value of these instruments on the
balance sheet.

To qualify for hedge accounting, the hedging relationship between the hedged item and the hedging instrument must
be designated and formally documented at the inception of the contract. The documentation includes risk management
policy, the relationship between the hedging instrument and the hedged item and whether or not the hedging relation-
ship is effective in offsetting the changes associated with the hedged risk. Effectiveness must be tested on an ongoing
basis throughout the life of the hedging relationship. Hedge accounting is discontinued if the hedging relationship is no
longer considered effective or is terminated. The hedging relationship can either be measured as a cash flow hedge or a fair
value hedge.
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(i) Cash flow hedge '
A cash flow hedge is a hedge of the exposure to the variability of the cash flows associated with a recognized asset, )i-

ability or forecasted transaction. The effective portion of the change in the fair value of a cash flow hedge is recognized

in OCI while any ineffective portion is recognized into earnings. If hedge accounting is discontinued or the hedge is

sold or terminated, the amounts in accumulated OCl are recorded into earnings during the periods when the variability

in the cash flows of the hedged item affects earnings.

{ii}  Fair vaiue hedge

A fair value hedge is a hedge of the exposure to changes in fair value of a recegnized asset, liability or an unrecognized
firm commitment. Changes in the fair value of a fair value hedge are recorded directly into earnings along with the
changes in the fair value of the associated assets or liabilities attributable to the hedged risk. If hedge accounting is dis-
continued, the carrying amount of the hedged item is amortized into earnings over the remaining term of the hedge.

4, PROPERTY, PLANT AND EQUIPMENT
September30, . December 31,
7 2007 2006
Petroleum and natural gas properties and equipment 5 182,594,266 $ 157,933,059
Furniture and office equipment ’ 355,486 311,279
182,949,752 158,244,338
Accumulated depletion and depreciation 41,781,672 23,024,607

$ 141,168,080 $ 135219731

During the third guarter, the Company capitalized $278,034 (2006 - $258,151) of general and administrative expenses re-
lated to development activities. As at September 30, 2007, the depletion calculation excluded unproved properties of $14.1
million (2006 - $11.4 million).

5. ASSET RETIREMENT OBLIGATIONS

The following table presents the reconciliation of the beginning and ending asset retirement obligation associated with the
retirement of oil and gas properties:

Three months ended Nine months ended

. Sept. 30,2007 ‘ Sept. 30, 2006 Sept. 30,2007 = Sept. 30, 2006
Balance, beginning of period $ 3,618,216 $ 2,173,846 $ 3,316,274 $ 997,315
Liabilities acquired {sold) - - - . 954,175
Liabilities incurred 341,959 165,225 613,182 : 331,144 :
Liabilities settted {65,163) (37,943) (169,468} : (60,713) .
Accretion expense ) 72,365 43,477 207,389 122,684
Balance, end of period $ 3,967,377 $ 2,344,605 $ 3,967,377 $ 2,344,605 !

The total undiscounted amount of future cash flows required to settle the obligation at September 30, 2007 is $12.2 million
(2006 - $9.7 million).

6. BANK LOAN

At September 30, 2007, the Company had drawn $34.0 million (2006 - $37.0 million) on its 546.0 million revolving extendible
credit facility with a Canadian chartered bank. The facility may be drawn down or repaid at any time, but there are no sched-
uled repayment terms. Advances under this facility bear interest based on a sliding scale tied to the Company’s debt-to-cash
flow, from a minimum of the bank’s prime rate to a maximum of the bank’s prime rate plus 1.25%. Bankers’ Acceptances bear
a stamping fee between 0.95% and 2.25%. The credit facility is coliateralized by a fixed and floating charge debenture on the
Company’s assets and a general security agreement.
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! 7. SHARE CAPITAL

{a) Authorized:
An undimited number of voting Common Shares; unlimited number of Preferred Shares issuable in one or more series.

b issued

Common shares;

September 30, 2007 December 31, 2006

S Number . Amount Number | Amount
Balance - beginning of period 24,364,378 % 108,493,800 12,049,077 $ 48797413
Acquisition of Espoir - - 7,441,499 46,062,879
Issued for cash, net of costs - - 4,870,000 13,611,076
Issued on exercise of warrants - - 3,802 22432
Balance - end of period 24364378  $ 108,493,800 24364378 5 108,493,800
Warrants: N ] ~_Number ~__Amount ] Number Amount
Balance - beginning of period ‘ 892,272  $ 571,054 896,074 S 573,487 |
Exerciged ) o - - (3,802) (2,433)
Balance - end of period 892,272 S 571,054 892,272 S 571,Q54 !

Each whole Rockyview Warrant entitles the holder to acquire one Rockyview Share at an exercise price of $5.26. The Rock-
yview Warrants expire February 20, 2008.

{c) Stock Options

Pursuant to the stock option plan (the “Plan™), options may be granted to directors, officers, employees, consultants and
service providers of the Company. The options vest evenly over 3 years, starting on the first anniversary of the grant date
and expire after 5 years.

The following table sets forth a reconciliation of stock option plan activity:

September 30, 2007 ) December 31, 2006

Weighted Weighted Weighted Weighted

Number of Average : Number of Average
Stock options: Options Price ! Options Price
Balance - beginning of period 1,874,835 §534 | 907,502 $4.86
Granted 5 712,667 296 | 1057333 5.80
Cancelled _(503,167) . 526 @ (90,000) 598
Balance - end ofr period ; 2,084,335 %4.55 : 1,874,835 $5.34
Exercisable - end of period m ) 702,890 8510 . 302500 $4.86

The following table provides additional information on the stock options outstanding as at September 30, 2007:

Weighted | Weighted
Exercise Number of Average | Average Options
Prices ($/share) i _ Options | Exercise Price ;Contrapgggl Lle "_“___E_xgrg_isa_bie
264-3.00 436,500 $2.67 ! 4.8 -
3.01-4.00 300,000 351 i 4.3 33,333
4.01-5.00 694,169 474 2.7 451,668
5.01-6.00 503,666 597 { 33 167,889
601-630 L. 150000 | 622 34 50000
3.00-6.30 2,084,335 $4.55 36 702,890
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(d} Siock Based Compéensation

included in general and administrative costs is stock based compensation. The Company accounts for its stock based com-
pensation plan using the fair value method. The fair value of each opticn is estimated on the date of grant using the Black-
Scholes option pricing model. The fair vatue of options granted was estimated based on the following weighted average
assumptions:

" Three months ended ‘ ~ Nine months ended
September 30 September 30
2007 2006 2007 2006
Risk free interest rate (%} 4,59 4.26 425 4.16
Expected life {years} 5.0 30 5.0 3.0
Expected volatility (%) 59.0 37.2 56.9 326

The fair value of options granted during the quarter was 51.43 per option to purchase one share.

te)  Contributed Surpius

Amount
Balance - December 31,2006 - 1,214,235
Stock based compensation expénse (net) ) 448,608
Balance - September 30, 2007 1”,.662,843
{f} Earnings per share
The following table summarizes the common shares used in calculating net income per share:

Three months ended Nine months ended
September 30 ] September 30

Basic 24,364,378 15,494,378 24,364,378 19,193,020
Stock options - - - 91,286
Warrants - - - 285307 |
Diluted - 24,364,378 19,494,378 24,364,378 19,569,613

The calculation of diluted common shares excludes 2,084,335 (2006 — 1,874,835} stock options and 802,272 warrants at
September 30, 2007.

FINANCIAL INSTRUMENTS

The Company's exposure under its financial instruments is limited to financial assets and liabilities, all of which are included
in the financial statements. The fair values of financial assets and liabilities that are included in the balance sheet approxi-
mate their carrying amounts.

Substantially all of the Company’s accounts receivable are with customers and joint venture partners in the il and gas in-
dustry and are subject to normal credit risks.

The Company is exposed to foreign currency fluctuations as crude oil and natural gas prices are referenced to U.S. doliar
denominated prices.

The Company is exposed to interest rate risk to the extent that bank debt is at a floating rate of interest.

The Company’s operating cost management activities are exposed to fluctuations in the cost of electricity. At September 30,
2007, the Company had derivative contracts for 1.5MW of electricity, with fixed prices of $76.00/Mwh for the remainder of
2007 and $86.88/MWh far calendar 2008.
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The Company has a price risk management program whereby the commodity price associated with a portion of its future
preduction is fixed. The Company sells forward a portion of its future production and enters into physical fixed price sale
contracts with customers, The forward contracts are subject to market risk from fluctuating commodity prices and exchange
rates. The contract price on physical contracts is recognized in earnings in the same period as the production revenue. As at
September 30, 2007, the Company has fixed the price applicable to future production through the following contracts:

; Dail
Time period S j Commedity Contract Volume (GJ); - SCdn/G)
January 2007 - December, 2007 ‘ Natural gas Physical Swap 1,000 $7.50 i
February 2007 - December 2007 Natural gas Physical Swap 500 $6.65
February 2007 - December 2007 Natural gas Physical Swap 500 $6.80
February 2007 - December 2007 Natural gas Physical Swap 500 $6.96
March 2007 - December 2007 Naturai gas Physical Swap 500 §7.77
Aprit 2007 - October 2007 Natural gas Physical Swap 500 $7.55
April 2007 - October 2007 Natural gas Physical Swap ‘ 500 $7.60
Aprit 2007 - October 2007 Natural gas Physical Swap 500 $7.88
April 2007 - October 2007 Natural gas Physical Swap ’ 500 $7.20
April 2007 - October 2007 Natural gas Physical Swap 500 5743
May 2007 - Qctober 2007 Natural gas Physical Swap 500 $7.81
November 2007 - March 2008 Natural gas Physical Swap . 500 $8.63
November 2007 - March 2008 Natural gas Physical Swap 500 $9.04
November 2007 - March 2008 Natural gas Physical Collar | 500 57.50-511.00
November 2007 - March 2008 Natural gas Physical Collar ‘ 500 $7.50-510.86
November 2007 - March 2008 Natural gas Physical Collar ‘ 500 $7.50-511.20
Subsequent to September 30, 2007, the Company entered into the following contracts:
- ‘r Gaily

Time period Commodity Contract | Volume (GJ) $Cdn/GJ
January 2008 - December 2008 _ Natwaigas | Physicalswap | 500 | 668

COMPARATIVES

The comparatives on the balance sheet for future income taxes have been reclassified to comply with current accounting
standards.
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